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Present: 

SIR HUBERT HULL, C.B.E. {President) 

J. C. POOLE, Esq., C.B.E., M.C. 

H. H. PHILLIPS, Esq., O.B.E. 


Mr. E. STEWART FAY, Q.C., and Mr. T. R. CRAW- 
FORD (instructed by Mr. M. H. B. Gilmour, Chief 
Solicitor to the British Transport Commission) appeared 
on behalf of the British Transport Commission. 

Mr. R. W. GOFF, Q.C., Mr. LEON MACLAREN and 
Mr. GEORGE MERCER (instructed by Mr. J. G. Barr, 
Solicitor to the London County Council) appeared on 
behalf of the London County Council. 

Mr. S. H. NOAKES (instructed by Mr. W. O. Dodd) 
appeared on behalf of County Borough Councils of 
Brighton, Eastbourne, Hastings and the Borough of 
Worthing. 

Mr. D. COLLARD (indicated by Mr. E. R. Farr) 
appeared on behalf of Barking Borough Council and 
South Essex Traffic Advisory Committee. 


Mr. E. A. MACHIN (instructed by Mr. D. Heap, Comp- 
troller and City Solicitor) appeared on behalf of the 
Corporation of London. 

Mr. P. M. VINE, Deputy Town Clerk, appeared on behalf 
of the County Borough of Southend-on-Sea. 

Mr. B. SLATER, appeared on behalf of the County 
Borough of West Ham. 

Mr. F. H. B. CLOUGH, appeared on behalf of Middlesex 
County Council. 

Mr. L. F. N. INNES, appeared on behalf of Surrey 
County Council. 

Mr. J. LANGLEY, appeared on behalf of Leyton Borough 
Council. 

Mr. F. A. RULER, represented the Federation of Resi- 
dents’ Associations in the County of Kent. 


{Mr. G\ 0 §) : Before my learned friend’s cross-examina- 
tion, I did want to ask one or two other questions of Mr. 
Hill. 

{Mr. Fay) : Before my friend continues might I get out 
of the way a small matter which you raised a couple of 
days ago about the Amersham line. The position is, I find 
— or as is found for me — ^that as I suggested the line when 
it was operated by the British Transport Executive took all 
the fares appropriate to British Railways, so the alteration 
will mean no alteration Whatever in charging powers, it is 
a mere tidying operation. There is nothing defective in 
the scheme as it stands because the scheme as it stands 
applies British Railways’ charging powers to all British 
Railways trains with, I think, the exception of Waterloo 


and City, but I am not sure. At any rate, we are satisfied 
we have got the charging powers on British Railways and 
this is a mere tidying oj^ration to bring the wording of 
the scheme into conformity with actualities, and it might 
commend itself to the Tribunal. 

{President) : It might, but it will give the Minister some- 
to do! 

{Mr. Fay): Yes, we should certainly ask the Minister to 
do it if the Tribunal did not do it, and we are quite happy 
to go on without it. That is the position: there is no 
change in charging power whatever involved, and it 
would not have been put forward in this way without an 
application had there been, of course. 


Mr. Stanley William Hill, recalled 
Cross-examination continued by Mr. Goff 


1407. I wanted to ask you something about the trans- 
ferred lines, the £12.2m. We know your way of dealing 
with that was to charge interest on the sum and not treat 
it as a cash payment in the first year, whereas Mr. 
Evershed did the opposite, he did not charge interest and 
he did include it as a cash payment. — Yes. 

1408. Will you say, quite shortly, why you support 
your method for doing that? — ^It was part of the originally 
acquired undertaking on vesting day. It was paid for by 
stock, there was no cash transaction. We do not, admit- 
tedly, know how much stock could be put to the length 
of lines, but it is common between Mr. Evershed and 
mysblf that one has to take a figure and one takes the 
book figure. 

1409. It was a stock and nat a caSh transaction? — 
Definitely ; no cash passed. 

1410. {President): Of course what Mr. Hill is meaning 
is when the Transport Commission acquired it they 
acquired it as part of the assets in respect of which they 
issued the original stock? — Predisely. 

1411. And When you talk about the book value, do you 
find that book value in the opening accounts for 1948/ 
1949? — One does not find it as an isolated item. It is 
there. 


1412. Yes, it is there, but subsumed in the larger sums? 
— Absolutely. 

1413. It an estimate, Mr. Hill? — It is an estimate of 
the Commission’s. 

1414. (Mr. Goff): Whichever method you work, you 
have both taken the figure of £12.2m. as the figure on 
which the calculation has to be worked? — Yes. 

1415. The other point, so that it should be quite clear, 
was this; When you were dealing with reserves and 
drawing a distindfiion between reserves and depredation, 
you said that depreciation would affect the opening capital 
debt of the new Board and the learned President dis- 
agreed With you, and I may have to argue on that subject ; 
but I just wanted to ask you what was the section of the 
Bill which you had in mind when you were giving that 
answer. — ^Well, I think this is the deposited Bill, and it is 
section 39(4). 

1416. That is the section the marginal note o'! which 
is “ Commencing capital debts of the new Boards ”. — ^Yes. 
But then one has to also agree that it has been stated 
quite definitely in this context that it clearly points to the 
book value of the assets. Indeed one can make a calcula- 
tion that arrives almost precisely at the Minister’s £165m. 
on that basis, but I do not think that is necessary. 
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Cross-examined by Mr. Fay 


1417. Mr. Hill, if I may just ask you a question about 
your evidence this morning: With regard to the trans- 
ferred lines to which you have referred, are those men- 
tiond in note No. 2 to P.J. 16? — ^That is right. 

1418. That is at page 436 of the 1959 Inquiry? — Yes. 

1419. The note in P.J. 16 shows that the expenditure of 
£12.2m. in 1948 represents transfer of assets excluding 
surplus lands from British Railways and joint lines on the 
1st January of that year? — ^Yes. 

1420. And that figure was extracted from the accounts 
of the Commission, that figure of £12.2m.? — I do not 
recall it being shown in the published accounits. 

1421. No, not in the published accounts, but it has 
been given in evidence. — Yes. Someone in the Commis- 
sion had to say what is a fair figure to put on these pieces 
of line. 

1422. And that is the figure, and that is the way it is 
dealt with. — That is the way it is dealt with. 

1423. What is it you want to do with it? — In tracing 
historically the capital indebtedness of London, to reflect 
the fact that those lines were part of the consideration 
satisfied by the issue of 3% stock. 

1424. How does that make a difference, because we 
are allowing 3% on that sum in PI 16 ? — Yes, but it 
makes a difference in this way, Mr. Fay, that London has 
had trust funds and other moneys in hand which were 
available for, amongst other things, capital expenditure. 

1425. We are back at the trust fund ; you assume 
that money was spent ? — Just one minute. The point is 
this, that if you accept the proposition — which is my 
proposition — that there was cash attached to London 
from the very start, roughly £40m., and if you then treat 
the transferred lines as a cash transaction between two 
parts of the British Transport Commission, you would be 
utilising so much of that cash and you would therefore 
bring forward the day when your original 3% is exhausted 
and you would then have to be raising capital for further 
capital expenditure in the last year or two at a higher 
rate. I say that would be wrong, because there never 
was a cash transfer for that payment and we must treat 
it as part of the stock transaction. In the context of Mr. 
Evershed’s table it does not make any difference at all 
because he assumes there never was any cash, but when 
you come on to my approach, which rests on the fact 
that there was cash, it is of importance, and its importance 
is really the difference between one rate of interest and 
another. 

1426. I am afraid I do not follow that last sentence. 
You are treating it as bought by a stock issue and so, 
presumably, you attribute more stock and more interest 
on that stock to those lines ? — ^Yes. 3%. 

1427. It is still 3% in PJ 16 ?— Yes. 

1428. What difference does it make whether it is a 
stock issue of 3% or expenditure as at 1st January, 1948 
at 3% ? — Oh, it does in working out my method, which 
rests on the fact that there was cash in hand at the 
beginning ; because if you deem that to have been bought 
out of the 3% stock, your cash in hand remains intact 
and is available for that much extra capital expenditure. 
The effect of it is that you have got that much extra cash 
carried right through the years until you come to the 
exhaustion of the cash and a higher rate of interest applies. 

1429. What you are saying, if I understand this at all, 
is that you have adopted the same method, in effect, as 
Mr. James and you have not, therefore, used the notional 
cash to purchase this property, you have assumed it is 
borrowed money ? — Well, I say it was part of the issued 
3% stock. 

1430. And so did Mr. James in PJ 16. — No, he did 
not. He assumed that London Transport bought it from 
the BTC for cash and had to raise some money to do it. 

1431. There is not much difference between buying 
for cash on the 1st January and raising money at 3% 


and issuing stock on the 1st January at 3%. They are 
different forms of borrowling. — They are precisely the 
same until you get a Change in the interest rale, and that 
is the significance of it. In the one case you are setting 
the rate of 3% and it is 3% for another fifty years or 
more. In the other case if you assume it is cash you are 
utilising in 1948 money which admittedly then is only 
3% and at that point of time the two things are equal, 
but you are utilising your fund of money which at a 
later date is worth 6% to you. 

1432. You say you are utilising your fund of money. 
You are back on using the trust funds money now, are 
you ? — Precisely. 

1433. But neither of us has done that. — Oh yes, I 
have. 

1434. You have ? Then it comes to this : There is 

no difference between us arising out of this transfer of 
assets from British Railways to London Transport, the 
only difference is in the working out of your initial cash 
fund, the trust funds and the surplus moneys on the 
balance sheet. — No ; I am sorry, I have not made it 
fully clear. It is very complicated. If one adopted Mr. 
James’s method there is no difference whether you treat 
it as cash or stock ; but if you adopt my method, which 
rests on there being a cash fund in the beginning, what- 
ever treatment you give to this £12.2m. is important. It 
has a different effect ultimately if you treat it as a stock 
transaction or a cash transaction, because if you treat it 
as a stock transaction it means that you are not eating 
into your cash fund to that extent and that money is 
there for later years. 

1435. Precisely ; that is one oif the things which you 
say were bought with your nest egg. — No ; I say it is 
one of the things which were bought for stock. It was 
not bought out of the nest egg. 

1436. I see your pdint : The nest egg is that much 
greater because it is stock. The effect is derived from the 
existence of the nert eggs ? — Absolutely. 

1437. If it were not for that, if the London Passenger 
Transport Board had not come to an end with a nest 
egg, it would not have made a halfpenny worth of 
difference ? — 'I quite agree. If there were no cash in the 
picture at all it would not have made any difference. 

1438. So the principal difference between us is whether 
or not there was a nest egg ? — Whether there was any 
cash, yes. 

1439. I am glad we have got that clear. Now may I 
go back to your major evidence yesterday. I look at 
your tables SWH 1 to SWH 4 inclusive, and am I right 
in thinking that they are devoted to the ascertainment of 
what in your view is the correct Central Charge ? — Yes. 

1440. Am I equally right in thinking that there is no 
departure in principle in those tables from the standpoint 
you put forward last year ? — That is right. 

1441. And no departure in principle from the stand- 
point put forward in 1959 ?— I think it was 1959— yes, 
that is right. 

So in the last three Inquiries — lincluding this one as 
the third — ^you have taken the same View 

{President ) : You say “ in principle ”, we all know that 
there have been minor differences. 

1442. (Mr. Fay): Yes. You have taken the same 
approach in principle and you have produced these tables 
to bring your view up to date ? — Yes ; except that in 
1959 I did not put forward an 3 d:hing comparable with 
SWH 3, but Mr. Lawson did. 

1443. That came in first in 1959 as a table ? — ^It did 
indeed, yes. There had been, many years back, similar 
tables. 

1444. The result is that you put forward a Central 
Charge for 1962 of £6ym. ? — ^That is right, yes. 
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1445. And, as you know, the Commission put forward 
a Central Charge of £74m. — I do. 

1446. That is the dilference between us in terms of 
money, refledting the differences in approach. — Yes. 

1447. There is nothing new in either your approach 
or our approach, is there, as compared with the last two 
Inquiries ? — Nothing at all. 

1448. I find on reference to last time’s transcript that 
I cross-examined you at some length upon the nature of 
those differences. — Yes. 

1449. Will you forgive me if I do not repeat the 
process ? We have been over it now twice, have we 
not ? — Yes. 

And I do not propose to go over it in detail. 

{President) : What is “ it ” in that sentence ? I am 
surprised to hear we have only been over it twice. We 
have been over quite a number of things more than twice. 
What is “ it ” ? 

{Mr. Fay) : “ It ” is the difference in principle between 
Mr. Hill’s approach to Central Charges and the Com- 
mission’s . I said “ we ” referring, perhaps, personally to 
myself and in the context of tables in the form in which 
they now appear. 

{President) : We have been over “ it ” in the wider 
.sense a great deal more than twiice. 

{Mr. Fay): Last night’s midnight oil did not suffice to 
go beyond 1959. 

{President): We used to go back to the only figure 
which we ever fixed as a Central Charge, but that, among 
other things, has gone out of fashion. The only time we 
did fix a figure we fixed it at £5.4m. in respect of the 
year 1953-54. However, that has gone out of fashion. 

{Mr. Fay) : As you are no doubt aware, we are con- 
vinced that you fixed it at £6m. in 1959. 

{Mr. Goff) : And the President has told you he did not. 

1450. (Mr. Fay) : But the process by which we arrived 
at that is step by step given in the outset of my cross- 
examination of Mr. Hill last time and, as I said, I have 
no wish to do other than follow my learned friend’s 
succinctness in this Inquiry and take what short cuts 
there may be. {To the witness): I am quite sure, Mr. 
Hill, that however long I cross-examine you I would not 
convert you, would I ? — Not on the points I think you 
would be cross-examining me on if you did, namely the 
trust fund and the calculation of interest. 

1451. Do you see any other points on which you are 
vulnerable ! — You want a few, do you ? I am afraid I 
cannot give you any of those. 

1452. Then may we pass on with this between us, 
that there are these two approaches which have been 
argued before the Tribunal before, I put it at least twice 
and as the learned President reminds me the principle 
more often than that, and they yield today these 
differences in figures, £6.5m. on your approach and £7. 5m. 
on our approach ? — Yes. 

1453. {President): Where does your approach come 
down to £6.5m. Mr. Hill ? You mean as between £6.7m. 
and £6.3 m. ? — Precisely. 

{Mr. Fay): I took that from Mr. Hill’s figure, which 
I take to be a rounded one, which he adopted in his 
table SWH 6. 

{President): That is why that figure is taken. There 
were two estimated or calculated figures, one £6.7m. and 
one £6.3m. and this is the midway point. 

1454. {Mr. Fay): Yes ; it is a rather similar rounding 
to that adopted by the Commission, a rounding to half a 
million in this instance. — If I can comment on that, I 
would like to point out it is not. It is taking a mean 
between two different tests, not a rounding in the sense 
that you have got £7.3m. and called it £7.5m. There is 
a difference. 

1455. Very well, I see the difference ; but you thought 
it right not to pin yourself to either test but to regard 


them as tests and, in the light of the tests, to find a 
figure ? — Oh yes. 

1456. You will accept it, no doubt, that my failure 
to cross-examine in detail upon matters which have been 
gone over ad nauseam in the pa^ does not mean we are 
converted either ? — ^Reluctantly I accept that. 

1457. Will you accept it that we are going to submit 
that we are right and you are wrong ? — I have a feeling 
you will. 

1458. With your prescience I am not surprised you 
came to that result. Now one or two little matters of 
detail. SWH 3, your specific approach, has as its last 
line the year 1962 ? — Yes. 

1459. I am right, am I not, when I look at column 7, 
the net revenue, in saying that your line 5, 1962, assumes 
that the present application succeeds ? — ^It does do that. 

1460. So that you show that if this application succeeds 
and the fares at present in operation continue to the end 
of 1962, there w*!!! be an accumulated deficit (column 14) 
of £8. 89m. ? — ^Yes. I would like to point out that the 
answer of £6.7m. would not be affected if I assumed that 
all these fare increases were cancelled ; namely, whether 
the net revenue this year is somewhere round about £6.5m. 
or £6.7m., that, although it does affect the ultimate deficit 
of £8. 89m., has a very, very marginal effect on the calcu- 
lation in column 10. 

1461. I did not suppose it would produce a significant 
figure. Now may I come on to SWH 6. Looking at the 
revised table, it is headed “Financial position in 1962 and 
in a future year.” Your future year is not the year 1963, 
is it ? — ^Well, it is not, no. 

1462. It is a notional year starting now, so to speak ? 

Rather later than “ now ” in a sense, because if you 

look at line 8 I have allowed for another full year’s growth 
in Central Charges. It is really your future year in terms 
of the receipts and expenses. 

1463. And our future year is a projection of the 
present day-to-day position to a yearly basis ? — A full 
year, yes. 

1464. The present expenses and the present revenue 
projected to a year ? — Yes, I accept that. 

The results for the calendar year 1963, so far as 
concerns net receipts (tine 7), are likely to be worse than 
the £6. 2m. ? 

{President): The calendar year 1963 ? 

1465. {Mr. Fay): Yes. {To the witness): Your future 
year gives, as indeed ours does, £6.2m. for total receipts. 
—Yes. 

1466. But in the calendar year 1963 you would expect, 
for example, the passenger receipts at line 2 to have 
declined a little, would you not ? — Not neces.sarily. There 
are various factors at work. There is still a slight trend 
of a falling away in traffic, but then there are improve- 
ments and extensions going on as well so I cannot really 
say what the effect would be. I do not think there is any 
evidence of it. 

1467. There has been a declining trend over the years. 
— Over the years, but I do not think it is at all marked 
now. The trend has gone. 

1468. There was a 0.3 decline of traffic in the current 
table which we put in. — Yes, I think there was ; but there 
were so many pluses and minuses due to extension of 
services, and so on, that I cannot readily agree that 
1963 would be lower than £88. 7m. I do not think we 
have any evidence of that. 

1469. The evidence is that there has been a declining 
trend, and the declining trend in the last figures we pro- 
duced was 0.3 — Yes, I would agree that ; but there are 
a lot of other changes as well. 

1470. That is fair enough. There is also likely to be 
an increase in expenses (line 4), is there not? — Well, 
line 4 reflects, on a full year’s ba^is, every known increa.se 
in expenses that have taken place, and if one accepts — 
and I think it would be unreasonable not to — that prices 
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are still rising in some sectors, then there would be some- 
thing on that account. But that assumes further price 
adjustments that have not yet taken place. 

1471. In other words, you are saying you would not be 
surprised if the trend, which has been manifest over the 
last decades, of rising prices did not reflect itself in 1963 ? 
— Not in the same intensity as the last decade, but there 
is not much doubt that the wage awards that have taken 
place in the early part of this year will to some extent 
reflect themselves in the prices of commodifies. 

1472. Of course, that is prices reflecting wages. There 
is also the element in line 4 of depreciation, is there not ? 
— ^There is. 

1473. That is bound to increase, is it not? — It is 
bound to increase if you put in new assets in place of old 
assets. 

1474. As you know we are. — As indeed you are. 

1475. So if one looks forward to 1963 one would 
expect the net revenue to be less. How much less I will 
not ask you to speculate upon, but a little less at any rate 
than line 7 ? — think that is quite fair, yes. 

For the purpose of some questions I am going to put 
to you 1 wonder if you would mind adding a twelfth line 
to your table. I say a “ twelfth line ” because there is a 
convenient space at the bottom for it. Would you mind 
entitling it “ Net receipts at proposed charges,” and I put 
in brackets “ line 7 plus line 10.” That is using “ proposed 
charges ” in the sense in which it appears at the head of 
your table. 

(President) : That is present charges, is it not ? 

1476. (Mr. Fay): It is not in full, because I want to 
carry it through into the L.C.C. proposal. (To the witness) : 
If one adds line 10 to line 7 one does get a net receipts 
figure, does one not, out of which has to come whatever 
sum is right for Central Charges and whatever sum is 
right for the surplus over and above Central Charges ? — 
Yes. 

1477. And the figures will be : Column 3, £8.3m. — 
Yes. 

1478. Column 4, £7 .7m .—Yes. 

1479. Column 5, £7.2m. — Yes. 

1480. Column 6, £9.0m. — Yes. 

1481. Column 7, £7.6m. — Yes. 

1482. And column 8, £6.3m. — Yes. 

1483. If we do that we have then got the — I must not 
call it “ surplus ” because you have used “ surplus ” as 
what is left after Central Charges — ^^but the “ net revenue ” 
which has to meet interest, other Central Charges and 
surplus, if any ? — Yes. 

1484. I say “ if any ” in deference to your views — 
Certainly. 

1485. Did I undestand you rightly to say that in this 
present year 1962 you thought there ought to be no 
surplus at all ? — After meeting Central Charges or what- 
ever is deemed to be right for Central Charges. 

1486 I have not yet got the transcript, but I took you 
down as saying, w'ith reference to the figure in column 11, 
line 11. the £1.2m. surplus according to the first L.C.C. 
proposal, “ It is regrettable there should' be a wasted con- 
tribution of £1.2m.” That is your view, is it ? — Yes. 

1487. Why is it “ wasted ” ? — Because it is not a 
reserve. 

1488. Would you elaborate that ? — Because it vanishes. 

1489. Would you elaborate that ? — Any amount which 
is in excess of meeting the right amount of charges this 
year is lost to the future in so far as London Transport 
is concerned, completely lost to the future. 


1490. Would you explain why ? — Because it Will go 
into reducing the overall deficit of the British Transport 
Com.misSion. It can only go that way, and it will get 
wiped out. 

1491. I thought that is what you were going to say. 
Your point is that under the Bill the defidt Will be written 
off ? — ^The defidt of the British Transport Commission is 
to be written off. 

1492. And the defidt of the British Transport Com- 
mission is, by a few million pounds, greater than it other- 
wiise would have been by reason of the deficit of London 
Transport, is it not ? — Yes. 

1493. If one looks back to your table SWH 3, one sees 
one appreciation of that fact, does one not ? — Yes. 

1494. Incidentally, I am adopting your tables through- 
out for the purposes of cross-examination, but you do 
appredate that I do not accept the figures ? — Of course. 

1495. But it will avoid controversy if I proceed on the 
hypothesis of your figures for this cross-examination. — 
Certainly. 

1496. The defidt (line 4, column 14) at the end of 
1961 is £10.43m.— Yes. 

1497. If this application succeeds that deficit is reduced 
at the end of 1962 to £8.89m. ?— Yes. 

1498. And you say, rightly enough, that if the Bill 
goes through and the vesting day is the 1st January, that 
will be written off, that £8.'89m. ? — Yes. 

1499. What you are saying, I take it, is that you would 
rather see £10.43m. written off ? — ^I do not think it is quite 
that much, but something like that, yes. 

1500. That is on the basis of this table. This table, so 
far as its last tine is concerned, is constructed on the 
footing that the application succeeds ? — Yes. 

1501. If it succeeds the accumulated defidt goes down 
to £8. 89m., according to your calculation ? — Yes. 

1502. But you would rather see it not go down at all, 
but remain at £10.43m. ? — ^Yes. 

1503. Why do you stop at merely not having a 
surplus ; why do you not advise the Commisrion to 
increase the deficit ? — They would not be paying their 
way. I have always taken the view that the attempt should 
be made for London to pay its way. I think it would be 
wrong to put an extra burden on the Exchequer by not 
paying your way in this year. 

1504. You take the view that London should pay its 
way, including paying whatever is the proper contribution 
to Central Charges ? — Yes. 

1505. Do you qualify that, as the Act of Parliament 
does, by saying “ taking one year with another ” ? — ^Well, 
the Board have got amount which have been broken down 
completely in the context of the Commission as a whole 
and I am not quite sure if they can be broken down to 
that degree for London Transport. I certainly do not 
Jthlink that they should this year put on the present 
travellers an extra obligation to contribute to a deficit 
incurred six years ago, and what is more I think it is 
awfully bad commerdal practice to do so because to 
achieve that purpose you are losing more passengers. 

1506. Just let us stick to the pPint. You do not 
advocate increasing the defidit ? — No. 

1507. Because you think London should pay its way 
taking one year with another ? — ^I think London should 
certainly pay its way this year — ^as, indeed, I have always 
taken the view that all things should be arranged so that 
it should pay its way. 

1508. Do you accept, as your table shows, that in 
the fourteen years of its exigence London Transport has 
failed to pay its way by £10.43m. to the end of last year 
and £8. 89m. to the end of this year ? — I do ; but it also 
has to be borne in mind that the bulk of that deficit now 
goes back five years. The last time there was a deficit 
was 1958, and that was qhite small. 
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1509. If this Bill had been published twelve months 
ahead of the time but with the same contemplated vesting 
date, would you have advised last time that there be no 
surplus ? — You mean if we had then known that there 
would be a very long interval, or a much longer interval ? 
Yes. I think I would, if it were quite clear that that surplus 
is not going to contribute in any way to the future finances 
of London ; but it is rather a hypothetical question. 

1510. You do not acknowledge any indebtedness, com- 
mercial, moral or othervVise, or even legal, to the nation, 
which has advanced this money and is now going to write 
off the balance ? — No, in view of the fact that the nation 
has determined as a matter of policy to write off the 
balance. 

1511. The “balance,” yes ; but do you think the 
nation might have expected the Commission to go on this 
year, as it did last year, endeavouring to make a surplus ? 
— No. I do not think Parliament would have expected 
London and London alone to make an all-out effort to 
reduce its past deficit when a completely contrary position 
applied elsewhere. 

1512. You know perfectly well we are not making an 
all-out effort to reduce past deficits, do you not ? — I 
think you are making an effort which is as “ all-out ” as 
you dare try to make, because if you try to go further and 
make a fighting contribution this year it would so ruin 
your traffic that you would impair your future prospects 
even more. It is not “ all-out ” in the sense that it is 
drastic, but I think it is as all-out as you dare think of 
going. You are making these very heavy cuts in your 
number of passengers. 

1513. You have said that every time. — It is the one 
feature that has worried me every time. I think in many 
ways some bf the increases that have applied in London 
Transport have been regrettable and have done more 
harm than good. 

1514. Are you referring to the declining trend of 
traffic ? — Which you have assisted so much with certain 
increases of fares. 

1515. You know the catchment area of the Board is 
declining in population ? — Not very much. 

1516. Mr. Hill, if the Commission had come forward 
this year and said; “We accept your table SWH 3. We 
have had, or we shall have unless we do something about 
it, £8. 89m. at the end of this year which we cannot repay 
and therefore we shall put the fares up to a higher level 
to try and break even,” you would criticise that of course ? 
— ^To try and wipe out the past, very, very strongly ; I 
would regard it as suicidal commercially. 

1517. But it is not equally subject to criticism if we 
suddenly alter our finances so as to make less money and 
thereby return less than we have been returning in past 
years to the nation which has lent the money and is going 
to lose the balance ? — ^I do not think so. It has been 
erratic. Some years you have been in debit and some 
years in credit. Admittedly the last three years there has 
been a steady improvement, but the surplus in the past 
has always had an ultimate benefit to London, it has 
Wiped out some of the deficit that in turn would wipe out 
an element of the calculation of Central Charges. 

1518. You accept, of course, that wages and prices 
have gone up this year ? — Indeed, yes. 

1519. But you think that the prices should not be 
passed on to the consumer although transport is costing 
more because it will save the passenger money and deprive 
the Exchequer (that is the nation) of it. Is that fair ? — 
No. I think the increased costs are a legitimate part of 
the application, but that in desiigning your fares they 
should be fares which, after taking into account the in- 
creased costs, w^ill enable you to balance. 

1520. Go back to SWH 6. You want to get rid of the 
increases as soon as possible, do you not ? — Yes. 

1521. That is your column 5 ? — ^Yes. 

1522. And to go back to the old fares of the 
1st August, and that gives us a surplus, according to your 
figures, of only £0.7m. ? — Yes. 


1523. That is what you want, is it not ? — ^That is what 
I would like, yes. 

1524. In other words, the public not to go on bearing 
one farthing of the admitted increase in the cost of pro- 
viding their transport ? — ^That is not true. This is taking 
everything into account including these increasing costs. 
The public will be paying fares that will enable you to 
pay your way. You cannot isolate the increase in costs 
from all the other factors. 

1525. Are you not saying this, that the increase in 
costs should be set against the decrease in surplus which 
you advocate ? — Yes. You look at everything : You look 
at the totality of all items and then decide on fares which 
enable you to pay your way. 

1526. That means this, that although costs have in- 
creased, the taxpayer should pa/ and not the traveller ? — 
No, it does not, because you are already making a surplus ; 
you are already running at a surplus over and above your 
Central Charges and you should not, I say, continue to 
make that element of surplus. 

1527. Do be candid, Mr. Hill ; I am still looking at 
SWH 6. You say that if your Central Charges are right 
and if this Application is granted, in column 3, line 11. 
there will be a surplus of £1.8m. ? — Yes. 

1528. If the old fares are reverted to as soon as you 
think it practicable, there will a surplus of £0.7m. ? — 
Yes. 

1529. And you want to go back to that ? — Yes ; I 
would readily concede that one wants a margin to cover 
increases of prices and things like that. 

1530. And every penny that comes off the .surplus is 
a penny that has to be paid by the taxpayer ? — No. I 
would not put it that way. I would say that every penny 
you add to your surplus is a penny in relief of the tax- 
payer. 

1531. It is the repayment of a penny which the tax- 
payer advanced more than five years ago and which he 
expected to get back ? — Did he ? I thought the Transport 
Bill reflected the fact of the realisation of Parliament that 
he would not. 

1532. Yes ; the Bill reflects that there is going to be a 
writing off of what proves at the end of this year to be 
irrecoverable. — Yes. 

1533. And there is a provision to say that what is 
written off is diminished by the amount of the surpluses 
shown in the accounts ? — Yes, that is true ; any surplus 
on the docks, for instance, is going to be taken into 
account on this. 

1534. Yes — ^all the other activities. — Yes. 

1535. I suppose your advice to all the other profit 
making activities of the Commission would be the same 
as your advice to London Transport ? — I do not know ; 
I should have to think about that, because I am not 
familiar with the circumstances of the docks and that sort 
of thing. 

1536. There is a lot of money in this, in total, is there 
not ? Have you that accounts for 1960 before you ? — 
Yes. 

1537. Just look at page 3, the Consolidated Revenue 
Account. On page 3, the centre column is headed “ Other 
activities ” ? — Yes. 

1538. Does that show a working surplus for the year 
of £31. 36m. ?— Yes. 

1539. That is before Central Charges? — Yes. 

1540. And does it show a surplus after Central Charges 
of £11. 8m. 7 — That is right. 

1541. All of which will go to reduce the amount 
written off under the Bill ? — If the sum is made in 1961. 
yes. 

1542. But it is so ; the Bill provides expressly that this 
surplus in 1960 goes to reduce the amount written off ? 
— Yes. 
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1543. And if there is a similar surplus in 1961, that 
will go to reduce the amount written off ? — ^Yes. 

1544. And if there is a similar surplus this year, that 
again will go to reduce the amount written off ? — Yes. 

1545. But you are advising London Transport Execu- 
tive and this Tribunal to take such steps as to reduce the 
amount of the surplus from the normal to nil ? — I can- 
not accept that ; what is “ from the normal ” ? 

1546. From the normal for the last two years, shall 
we say. I have only your table SWFI 3 in front of me ; 
you show a surplus, although we say it is not as great, 
of £1.98m. in 1960 and £1.42m. in 1961 ?— Yes. 

1547. The average being £1.7m.? — Yes. 

1548. And we are npt accepting, according to your 
valuation of Central Charges, as big a surplus as that 
average over the last two years ; but you would reduce it 
still further ? — ^Yes, I would reduce it. 

1549. And every penny by which you seek to reduce 
it is a penny which does not go to the taxpayer, although 
he advanced it in the past ?— I do not think he has 
advanced it in the patt — no, he has not. 

1550. Then tell me where it came from.— It is in the 
total capital position of the Undertaking. I suppose you 
could say that some part of it came from the taxpayer in 
the Special Account in 1953. Any deficit that has been 
incurred by London since has not been contributed to by 
the taxpayer ; it is in the general capital position of the 
account of the Undertaking. The Minister has not had 
powers to contribute towards any deficit of London Trans- 
port through the Special Account, or any other way, as 
yet. 

1551. Where do you think the money came from ? — 
Well, in the general capital position — Bank Balances, the 
use of their own surplus funds, the use of their Pension 
Funds, their Government Advances — all of it. There has 
been no contribution by the taxpayer as such towards any 
deficit in London, except to his benefit in the original 
transfer in 1955 ; it went back to 1955 under the 1957 
Act. 

1552. What about other past deficits of London Trans- 
port ? — ^They are still in the account, hidden in with the 
general deficit ; they have not been paid off by the tax- 
payer. 

1553. But the Commission has been borrowing money 
year by year from the Treasury, has it not ? — Yes. 

1554. If in one year in which it had borrowed money 
from the Treasury London Transport had contributed 
£lm. in cash surplus to the funds, then there would have 
been £lm. less to borrow from the Treasury ? — Yes, that 
is quite true. 

1555. Do you say that in that sense the Treasury, 
the public, has not advanced this money ? — No, I do not 
say that ; they would have been advancing less if there 
had been a surplus. I am saying that there has been no 
advance in the deficit of London Transport since 1961. 

1556. You are saying that there is nothing which has 
been advanced as a sum of money earmarked to meet the 
deficit ? — That is true. 

1557. But there have been plenty of sums advanced to 
the British Transport Commission ? — ^Yes, but the only 
powers the Government had to lend money to the Com- 
mission until 1959 was solely to British Railways ; it was 
extended in 1959 to other capital purposes. 

{President)-. I do not think we need pursue this, Mr. 
Fay ; we were anxious to bring our minds back to it, but 
we see now what it is. 

1558. {Mr. Fay): I am very much obliged. Sir ; in any 
case I was just leaving it. {To the witness): You say no 
surplus this year, for the reasons you have given. I wonder 
if you would turn to your table SWH 4 ; I appreciate that 
that table is devoted to ascertaining the increase in Central 
Charges, and it does so by finding how much of the new 
capital laid out in these two years is provided by internal 
financing and how much is a balance that has to be 
borrowed. — Yes, that is right. 


1559. Now will you look at 1962. We do not agree 
with these figures for the reasons you appreciate, although 
we do agree with the mathematics. — 1 imagine you agree 
with them down to line 12 ? 

1560. No; we do not agree with line 3, do we? — I 
think you do. 

1561. Yes, I think we do ; if it is our figure, I daresay 
we do agree with it ! I am sorry, I was not look at line 3 ; 
it is line 5. Line 5 is the net after Central Charges ; that 
is the point I am lumbering after. On the hypothesis that 
you are right on Central Charges, this says in line 1 that 
during 1962 there was a net capital outlay of £13.3rn. That 
is our figure, and you accept it? — Yes. 

1562. And we say, and you say, although the propor- 
tions are different, that some of that was met by internal 
financing and some by borrowing? — Yes. 

1563. And we both agree that the internal financing 
was not sufficient and that there had to be some borrow- 
ing ? — Absolutely, yes. 

1564. Whatever there is as surplus during the year is 
internal financing ? — Indeed, yes. 

1565. So whatever the figure is, and whoever is right 
about Central Charges and the size of the surplus, the 
money which is the surplus is in fact spent during the 
year on capital outlays? — Yes. 

1566. So that as far as the cash is concerned, and not 
the accounting, the money which comes in week by week 
and is in excess of what is needed for expenses and for 
Central Charges, is being spent on capital ? — I think that 
is quite fair. 

1567. And if we get £1.8m. surplus, it will all in fact 
have been spent by the end of the year ? — Yes. 

1568. That is, as a matter of cash? — Yes. 

1569. On assets which the future passengers are going 
to use? — On assets which the future passengers are going 
to use admittedly ; but they would not get the interest 
value on that £1.8m. 

1570. No, because the Undertaking is being recon- 
structed ? — Yes. 

1571. That is right, is it not? — Yes; they are not 

getting 

1572. Would you accept that under the impending Bill 
the Commission is being wound up and that bodies will be 
constituted and the assets will be handed over to those 
new bodies ? — Yes. 

1573. And of course the new body will have to pay 
the interest on the value of the assets handed over ? — Yes. 

1574. And meanwhile the. old body being wound up is 
certainly going to leave a net deficit behind, to be written 
off ? — Yes, that is so ; I do not quarrel with that. 

1575. Thank you. Now may I go to a different matter, 
which is my last. It is likely, is it not, that whatever the 
Tribunal decides in this Inquiry will settle the charging 
powers, which will be carried forward into the charging 
powers of the new body ? — I would have thought so, but 
I am not really competent to bring my mind to bear on 
that. 

1576. You do not envisage another fares Application 
this year, do you? — No, indeed. 

1577. And if the 1st January next is vesting date, you 
have read the provisions about the Minister altering the 
Order to make it conform to the new setup? — Yes. 

1578. But the maximum fares will continue unaltered? — 
For a time, yes. 

1579. By the Minister ? — Yes. 

{President): The Order has not to await the vesting 
date, of course ? 

{Mr. Fay) : No, Sir ; it is done ahead of that. 

{President): And it can be made — it must be made — 
as soon as that part of the Act is brought into force ? 

{Mr. Fay): Yes, indeed. 
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(President) : And that Order cannot alter the charges ; 
it can only exclude British Railways outside the London 
Area from the purview of the Scheme ? 

1580. (Mr. Fay): Yes; that was what I was seeking 
Mr. Hill’s assent to. It is a matter of law on which I 
do not need his assent, but I would like his mind to march 
with ours, in view of the questions I am going to put. 
(To the witness): Will you assume that whatever is settled 
in this Inquiry will settle the initial charging powers for 
the new body ?-^I think that is so. 

1581. On that basis do you agree that it is important 
that the new body should start its life with adequate 
charging powers ? — Yes, adequate to meet its expenses. 

1582. Adequate to do what? — To meet its expenses. 

1583. Would you elaborate that, Mr. Hill ? — Yes. 
Adequate to meet its working expenses ; adequate to meet 
its interest obligation to the Minister — to the Government — 
on the commencing capital debts ; and adequate to meet 
any interest charged on any further capital which will be 
raised on its first year. On the question of reserves, I will 
remain silent if I may, because one cannot envisage the 
position. 

1584. I am going to try and tempt you out of your 
unaccustomed silence, Mr. Hill ! Let me go back over 
the list : It should have sufficient power to meeting its 
working expenses ; there is nothing very controversial about 
that ? — No. 

1585. It should be sufficient to meet its interest charges, 
including any increment on further borrowing? — Yes; I 
am including in “ working expenses ” depreciation, of 
course. 

1586. Yes, that is common accounting form ; it is 
depreciation on historic cost. — Yes. 

1587. Then with regard to the surplus, you prefer, at 
the moment, not to volunteer anything ? — Certainly I 
would prefer not to. 

1588. But let me try and tempt you out of your silence 
on that. You are, of course, familiar with the White Paper 
which has been referred to in this Inquiry ? — Yes. 

1589. Have you a copy in front of you ? — No. (White 
paper handed). 

1590. It is page 7 I want you to look at. I daresay 
you are thoroughly familiar with this ; this is the Govern- 
ment’s official view of the financial obligations of the 
Nationalised Industries, is it not? — ^Yes. 

1591. And the official view, under the heading 
“ Revenue Account ” is that there should be surpluses on 
Revenue Account which should be first of all at least 
sufficient to cover deficits over a 5-year period ? — Yes. 

1592. And in arriving at that surplus or deficit, there 
should be charged against revenue the items normally so 
chargeable, including interest and depreciation on the 
historic cost basis? — Yes. 

1593. Then they go on and say: “Provision should 
also be made from revenue for (i) such an amount as may 
be necessary to cover the excess of depreciation calculated 
on replacement cost basis over depreciation calculated on 
historic cost.” — They do. 

1594. Then “ (ii) adequate allocations to general 
reserves which will be available inter alia as a contribution 
towards that capital development and as a safeguard against 
premature obsolescence and similar contingencies ” ? — Yes. 

1595. Do you agree with me that that contemplates 

that a Nationalised Industry should be able to pay its 
working expenses, pay its interest charges, pay a sufficient 
sum to lift depreciation from historic cost to replacement 
cost and pay something over ? — Yes, as a hope. It is quite 
obvious that some undertakings will never be able to bridge 
that difference and also pay a contribution 

1596. A transport undertaking, certainly one in the 
position of London Transport, ought to be able to do that, 
ought it not ? — I think transport is the least likely of the 
Nationalised bodies to be likely to be able to do that. 


1 597. Are you referring to British Railways ? — No ; I 
am referring to all forms of transport. 

1598. To Bus Companies ? — Yes. A lot of the bus 
companies do not do that ; they only get fares sufficient 
to enable them to do it, but they do not actually do it, and 
that may well be the position in London. You see, you 
have to balance it up ; replacement depreciation is a very 
desirable thing and you do not need to be an accountant 
to say that it is desirable to have a fund, but it is a 
question of how it has to be applied — ^whether you charge 
the present people with the replacements, or the people 
later on. It is only a question of timing ; that is the sole 
difference between historic and replacement — it is solely 
timing. If to get a fund, desirable though that may be, you 
are going to lose a lot of custom, it is obviously nonsense 
to have it. It is a question of balance ; whereas it is the 
easiest thing in the world for an electricity undertaking to 
do it, fairly difficult for a gas undertaking to do it, and 
very difficult for the docks, I think it is very difficult indeed 
for some of the transport undertakings to get such a fund, 
because they could only get it at the cost of losing custom, 
which does not apply to such undertakings as the electricity 
undertakings. 

1599. Are you saying that the bus companies in the 
Provinces are always granted increased fares on the sup- 
position that the increase will give them enough to cover 
replacement depreciation ? — ^The independent ones are ; 
with regard to the British Transport Commission-owned 
ones, some do and some do not. 

1600. So your complaint is that some of the companies 
do not so earmark the money? — A lot of them do not. 

1601. That is a question of what they put in their 
balance sheets ; whether there is a transfer to general 

reserve . — Or whether there is a payment of dividend. 

At any rate, the point is that however desirable the fund 
is, a number of transport undertakings do not have such 
a fund, and I am inclined to think that London can never 
have a full replacement reserve. It can only have one by 
putting the fares up too high, and they have gone some 
way in that direction, of course. 

1602. There is no doubt, is there, that London can 
earn £1.7m., which Mr. Evershed said was needed this 
year ? — It could certainly earn it, yes. 

But you think there is something wrong about it, do 
you ? 

(President) : Mr. Hill qualified his answer, Mr. Fay ; 
he said he doubted whether London would ever earn a 
“ full ” replacement reserve. 

1603. (Mr. Fay): Yes— as opposed to Mr. Evershed’s 
quantified figure. — No, I had not that figure in mind ; I 
am addressing my mind to a future which we do not yet 
see. 

1604. Are we talking of the annual sum required to 
life depreciable and non-life-expired asset from historic to 
replacement cost, or about the total sum required for 
replacement, over and above accumulated depreciation ? — 
I do not think we can talk about the total sum at all. 

1605. Then we are talking of Mr. Evershed’s figure? — 
Which at the moment he puts at £1 .7m., yes. 

1606. Of course, that is not the whole story of replace- 
ment ; it is merely the annual value of the gap in respect of 
these non-life-expired assets ? — Absolutely ; you take every- 
thing into account. 

1607. If you are right about Central Charges, your 
table SWH 6 shows that, at any rate, we obtained that 
£].7m. this year? — That is so, yes. 

1608. Why do you say London Transport cannot do 
it? — But that £1.7m. is only part of the cost of replacement. 

1609. Then we are talking about the whole, are we? — 
No. There are three aspects ; one is the current difference 
between historic annual contribution and replacement 
annual contribution and that is what I think Mr. Evershed 
said was £1.7m. That figure will go on increasing for 
some years. The second element of his figure emerges 
from a calculation which is confined to non-time-expired 
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assets. If you bring in time-expired assets — and I agree 
with you that there is no theoretical reason why you should 
not, because it is not a proper calculation if you do not — 
you get a higher figure. I do not think that figure has been 
given, but it would be considerably higher. 

1610. Now may I come back to my question : Do you 

agree that the Government’s policy in the White Paper is 
that provision should be made from revenue for the modest 
figure amongst those we have been discussing, namely the 
annual difference between historic and replacement cost of 
non-life-expired assets ? — No. The Government cannot 

yet have addressed its mind to the financial circumstances 
of the new London Transport Bill. This is a general state- 
ment on financial aims for the whole of the Nationalised 
Industries, of course. 

1611. Do not let us go on to total replacement ; all I 
am asking you about is the annual lift in respect of non- 
life-expired assets. — And it cannot be looked at yet. 

1612. Do you accept Mr. Evershed's evidence that the 
figure for 1962 was £1.7m. ? — Yes ; I would have thought 
that actually it would have been even a bit more. 

1613. You think it may rise in the future? — I think it 
will. 

1614. And you know from the footnote to that para- 
graph in the White Paper that this is the kind of figure 
which the White Paper is talking about in paragraph B 1? — 
You mean in its character ? 

1615. Yes. — I do not know that it is. 

1616. There is a footnote which I read as excluding 
the rest of the gap ; this is still on page 7. — It could either 
be that, or it could be a gap in which you include the 
time-expired assets as well. What it does not include is 
the backlog. 

1617. I see ; you say that garagraph B 1 may apply to 
this year’s instalment of the gap in respect of time-expired 
assets as well as non-time-expired assets ? — Yes, I do. 

1618. But all that London Transport have put before 
this Tribunal — ^perhaps you think it is too modest — is the 
annual gap in respect of the non-life-expired assets ? — That 
is so. 

1619. It has done it before and it has done it this 
year. — Yes, it has certainly done it before. But the point 
I do want to make in answer to your question is that this 
is something we do not yet know ; this is not a blue-print 
for London ; it is a declaration of financial aims in the 
broadest possible terms. 

1620. Did you hear Mr. Winchester say that when the 
new body is formed there will be discussions about the 
target ? — Yes ; there will have to be. 

1621. On a 5-year basis ? — Broadly I think, yes. 

1622. It is obvious, is it not, from the terms of the 
White Paper that that target must include this minimal 
element of replacement, the mere element of lift, without 
any backlog being considered ? — It is not at all obvious. 
If it can be shown that you can have the luxury of a 
reserve without either having unreasonable fares or losing 
too much custom, I am sure that no doctrinaire adherence 
to the custom of having a reserve would force it through. 
Very few of the Nationalised bus companies have a reserve, 
and nor, with four or five exceptions, do the Municipal 
ones, so there is nothing very sacred about it. 

1623. The accounting of the Muriidpal companies is on 
a very different basis, is it not ? — It could be incorporated 
into them. 

1624. And even Municipal companies are going over 
to having reserves ? — Yes, three or four of them. 

1625. I seem to remember your being present when 

Portsmouth — Yes, Portsmouth is the classic case 

of it. 

1626. However, we must not diverge into the Municipal 
byways. Do you say that if replacement on the modest 
basis that I have indicated is going to run at about £1.7m., 
or perhaps a point or two more, London Transport cannot 
find it ? — No, I do not say it cannot find it. It will 


probably have a reduction of about £lm. in what is now 
called Central Charges, so it will be quite easy to find it. 
Even if it did not get that £lm., it could find £1.7m. I 
think, but 

1627. But I am talking of the initial charging powers ; 
you do appreciate that, do you not? — Yes. 

1628. Let us look ahead for next year. I thought you 
said that London Transport ought not to aim at any 
replacement reserve because it could not afford it. — No, 
I did not say that ; I said it could not afford the “ full ” 
replacement cost. 

1629. Very well. But it can afford the modified one 
which, this year, is £1.7m. ? — Yes, we know it can. 

1630. And if you are right about Central Charges, your 
table SWH 6 shows that it gets it this year? — Yes. 

1631. But not if we are right? — No. 

1632. Let us see what it is that the new body will need 
in the future. It will need how much in the way of interest, 
to start with ? — We do not really know, but on its opening 
capital debt it might be £6.5m. 

1633. The Financial Secretary to the Treasury, in the 
passage read by your learned Counsel, said £6ym., and 
produced a sum which worked out at £6. 6m. — It is a 
backward production ; £6i-m. is the figure he arrived at in 
the first place. 

1634. So it will need £6|m. for interest charges? — It 
may be a little less than £6^m., but we can say £6im. 

1635. Why do you say it is less than £6|m., when the 
sum works out at £6.6m. ? — Because the sum has not yet 
been worked out. 

1636. It is just as likely that the commencing debt will 
be a little more ? — I do not think it likely. There are 
obviously matters which have not been resolved yet and 
they may bring the figure down to a little less, but we can 
take it at the £6. 5m. 

1637. {President)-. You say that there are certainly 
further analyses to be made ; do you know what analyses 
have not yet been made ? — In this sense. Sir, that we know 
the Minister is working to a round figure of £165m. If 
these estimates of capital expenditure are right, the figure 
will only turn out to be about £160m., so there is a little 
in hand there, and that can be demonstrated. 

1638. {Mr. Fay): Then if you are going back to that 
point, Mr. Hill, you had better demonstrate it. — Does it 
matter ? 

1639. {President): Let us help the Minister as much 
as we can ! — I think the Minister, and the Treasury, wilt 
want help on this. 

1640. Then let us help them. — I can give you a table 
if you like, which shows the £160.5m. ; I can put that in 
as an exhibit, if you like. Sir. 

1641. I am rather more interested at the moment in 
your statement that there are some further analyses still 
to be made. That means analyses which have not yet been 
taken into account by the Financial Secretary ? — ^There is 
a final figure to be arrived at. It has not yet been finally 
done, and it is also quite clear that it cannot be finally done 
until the period ; but on what we know at the moment, the 
£165m. is rather on the high side, to the extent of about 
£5m. 

1642. {Mr .Fay): (To the witness): Would you dissent 
if we took £6im. ? — No, I would not ; I would say that 
we could take £6^m. 

1643. We must be careful about this because we are 
speaking in public, but I daresay my clients have had 
private discussions with the Minister. — I daresay they have. 

1644. And maybe your clients have as well ? — Not yet ! 

1645. I see ; they are getting their ammunition together. 
But as far as this Public Inquiry is concerned, we have to 
go on what is publicly known, and that is £165m. capital 
and £6ym. interest. — Yes, precisely — expressed both as 
round figures or approximate figures. 
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1646. Yes ; one has to have approximation in this kind 
of sum. — Yes, of course. 

1647. The expenditure will be increased by an amount 
which you put, I think, at about £0.2m. yesterday, the 
element which now falls into the Central Administrative 
Charges of the Commission ? — Yes. 

1648. Mr. Evershed put that a little higher ; he thought 
it would perhaps be £0.4m. — Yes, he said that, but I do 
not quite see how he could get that much. If you only 
take his 10 per cent of administrative costs, you only come 
to £0.3m. 

1649. Would you like to settle for that? — No, £0.2m. 
There is the legal service and a little bit on other services. 

1650. If it is £165m. and if it is 4 per cent, the interest 
as a fact is £6. 6m. — Yes, I know, but this is approximate. 

1651. You think it will have to meet, as compared 
with this year's expenses, an additional £0.2m. and then 
interest on £6. 5m., £6. 7m. ? — Yes. 

1652. What do you say about replacement ; if replace- 
ment reserve on the present modest basis is required, it 
will be at least £1.7m. ? — Yes. 

1653. So that means that by the time you get replace- 
ment on this modest basis, you will need £8.4m. as surplus, 
comparable with line 12 which I have written into your 
SWH 6 ?— Yes. 

1654. And in the future year, which we have pointed 
out may be more optimistic than 1963, the L.C.C. proposals 
do not produce that sum ? — For that year, that is so. 

1655. And in 1963 the same thing, line 12, may fall 
to be reduced slightly for the reasons you agreed earlier? — 
Yes. 

1656. If it were right, and we got £9m. according to 
your table — I do not mean if we are right ; if you are 
right on Central Charges — in the future year there is £9m. ; 
that is right, is it not ? — I do not get that. 

1657. That is the new line 12 in your table SWH 6, 
column 6 ; if we are right about Central Charges, it is 
£8im. ?— Yes. 

1658. If we are right we get £0.1 m. over the amount 
you say is needed, over and above interest and replacement 
reserve if it is allowed. We need £8.4m., and we get 
£8.5m. — 1 am not following that. 

1659. I am sorry. What has to come out of the surplus 
next year is £8.4m. ; I think we had agreed that, Mr. Hill ? 
— I see. 

1660. That is on the assumption that £1.7m. is 
needed ? — Yes. 

1661. And disregarding for the moment any further 
reserve over and above replacement ? — Yes. 

1662. That is £8 ,4m. Look at the new line 12 ; if you 
are right about Central Charges, the future year yields 
£9.0m. ? — Yes. 

1663. So if you are right it covers the £8.4m. and gives 
£0.6m. towards general reserve ? — Yes. 

1664. That is a modest contribution to general reesrve ? 
— Well, it is £0.6m. 

1665. If we are right, and Central Charges are £7.5m., 

then there is only £0.1 m. towards reserves. Indeed, it is 
less than that ; £0.7m. has gone up to £0.8m. — Yes, but 
£6. 7m. Central Charges has to be added 

1666. I am sorry, I am not following this. — You are 
saying ; If you are right at £7. 5m. ? 

1667. Yes, but I think I am misleading myself as well 
as you. Central Charges do not come into it ; I must be 
wearying, because I am quite wrong about the Central 
Charge element. £9.0m. is the surplus in line 12? — Yes. 

1668. There is £8.4m. to be found so far in our little 
sum ? — Yes. 

1669. That means that there is £0.6m. over for general 
reserve ? — Yes. 


1 670. That is not too much, is it ; it is too little ? — I 
cannot say. 

1671. If you cannot say, you do not know the new 
conditions ; that is the very best of reasons for having 
adequate charging powers to start the period with ? — If 
one were thinking in terms of maximum changing powers 
yet to be applied, I might say Yes to that ; but these are 
charges which are to be applied — indeed are applied. 

1672. Yes, these are charges which are in force to-day ? 
— Yes. 

1673. And if you think unwisely in force because 
London Transport have lost passengers, the damage is 
done ; they have been lost ? — Yes. 

1674. And it has been said that if you lose passengers 
you do not get them back when you reduce your fares ? — 
Has it? 

1675. Has it not ? — No. 

I cannot give you the chapter and verse, but I daresay 
1 can do so after the luncheon adjournment. 

{President): It has been said in speeches, at any rate. 

1676. (Mr. Fay): I am sure that somewhere in Mr. 
'Valentine’s evidence I could find it, if I had several weeks 
to read it. Sir ! {To the witness): You appreciate that 
when a target is agreed with the Minister for the 
new body’s financial performance, it will be based on 
a 5-year average ? — The target will be based on a 5-year 
average — yes, I think that is the aim, but I think there is 
going to be quite a lot of flexibility. 

1677. That has been done on the Nationalised 

bodies 1 think it has been done on electricity, and 

I know there was a bit of flexibility on gas. 

1678. If that is done with the new London body, that 
means that if the new London body starts with insufficient 
income, it wlill have to make it up later in the 5 years ? — 
It might and jt might not ; I should think it might. 

1679. What is the point of the 5-year average? — It is 
not a rigid thing. You could not work these arrangements 
as rigid things ; if you did you would put the matter 
exclusively in the hands of the Treasury as to how every 
one of these organisations is to be run. It is quite wrong 
to read into this White Paper anything more than a 
financial plan or target, and it will have very different 
effects in different Nationalised Industries. Some of these 
targets will be hit and other will fall very short, and so on. 
If is straining the importance of the White Paper, I think, 
to imagine that it is going to govern all these things. 

{Mr. Fay) : Thank you, Mr. Hill. 

{President): Before you sit down, Mr. Fay, this applies 
to your cross-examination both on SWH 6 and AE 4 : In 
so far as any of the figures are treated as relating to a 
period before there is a new Fares Order under the new 
dispensation, who basis have you for assessing the amount 
of the receipts from commercial advertising and letting 
of sites ? 

{Mr. Fay): I should have to take instructions about 
that. Sir. 

{President): You know the Bill better than I do, but 
it does not include, does it, the properties from which at 
the moment rents and licence dues are received ? 

{Mr. Fay) : The properties which are coming back ? 

{President): Yes. 

{Mr. Fay) : No, it does not. 

{President : At the moment neither commercial adver- 
tising nor the letting of sites are matters which are 
delegated to the London Transport Executive ? 

{Mr. Fay) : No, they are not. 

{President) : And the allowance which has always 

appeared likely in the accounts of the Executive as being 
receipts from those sources is a calculated figure taken from 
the published accounts ? 

(Mr. Fay) : Yes, Sir. 
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{President)-. Attributing to London Transport the net 
receipts from the advertising on London Transport 
property ? 

(Mr. Fay) : Yes, Sir. 

{President): As I understand the Bill, that activity will 
not be part of the new London Transport Board ? 

(Mr. Fay) : I am not sure, Sir ; I shall have to take 
instructions. There are some alterations in these matters 
which I have not gone into as fully as no doubt I should, 
but I believe there is some increase of revenue anticipated. 

{President) : It will make a difference, will it not, 
whether the power of making money in this way, either 
from advertising or from letting of sites, is in the hands 
of the Transport Board, or whether it is left in the hands 
either of the holding company or the Railway Board, and 
there has to be bargaining between the London Transport 
Board and the revenue receivers ? 

{Mr. Fay) : Yes, Sir ; perhaps that is a matter which 
should have been put to Mr. Winchester. 

{President): It has not been the subject of examination 
or cross-examination ? 

{Mr. Fay) : Mr. Winchester’s view — and I give it in his 
presence — is that that figure of advertising and letting of 
sites will remain much about the same ; in other words the 
notional sum credited in the accounts has a factual basis 
and is expected to turn into real fact. 

{President) : But that does not quite answer my question. 
You say there is going to be a division of property ? 

{Mr. Fay): Yes, and who is going to administer it. 

{President): Yes. 

{Mr. Fay) : The position is that the sites will be owned 
by the new Board, both moving sites, as on the sides of 
the buses, and stationary sites as at railway stations ; 
whether the Board will administer them itself has 
apparently not been decided. There may be a quite 
separate organisation for the administration ; if so it will 
be a subsidiary of the Board, or a joint subsidiary — joint 
with the Railways. 


{President) : I asked yesterday, when possibly there were 
not quite so many people here, whether anybody else 
wanted to call, or give, evidence, and the answer was No, 
except for Mr. Ruler. In those circumstances we come 
now to the time for speech-making. 

{Mr. Goff) : May it please you. Sir ; in our submission 
this Application differs from others in that it is heard 
under the shadow of the stage to which the new Bill has 
now progressed, and great changes are forehadowed. Even 
my learned friend has agreed that one cannot shut one’s 
eyes to those circumstances ; he opened the proceedings 
and set the standard by saying that what he was putting 
forward was a holding operation. In the course of the 
proceedings he said there might be some difference between 
us ; I think his phrase was “ as to the level at which it 
should be held.” 

His cioss-examination really sought to present the case 
in an entirely different way ; what he was saying there 
was that inasmuch as whatever is settled now as the 
Scheme, will carry on as the Scheme under the new Act 
until a new Order is made — that one had now to look 
forward not merely to a holding operation, but to settle 
now a Scheme which will be effective and would give them 
what was required to meet the standard prescribed in the 
White Paper and so forth. 

But, Sir, I respectfully accept what you have just said, 
that one cannot prophesy what is going to happen. It is 
quite clear that when the Act is passed the position will 
be in many respects fundamentaUy different, and it is quite 
clear that there will have to be an Application then to 
settle a Charges Scheme to meet the target, whatever that 
target is when the matter has been negotiated and agreed 
with, and dcided by, the Minister ; and I accept what my 
learned friend said that this really is a holding operation. 
It is a position where one is trying to bridge the gap until 
one can come before you, not prophesying or attempting 


{President) : But the anticipation is that they will not be 
worse off from this source of revenue when the new Order 
comes into being ? 

{Mr. Fay) : No, Sir. 

{President): It has been a very important in the past 
history of London Transport. 

{Mr. Fay): Yes, inded; in many cases it is the equiva- 
lent of a surplus. If we can assist you further on that 
matter, Sir, we shall be glad to do so, but that is the 
position as I understand it. 

{President): I do find it very difficult at the moment, 
without having heard the speeches and so on, to know how 
one can phophesy what the state of the accounts will be 
after vesting date. 

{Mr. Fay): One can only look very broadly at the 
matter in the light fo what has been said in Parliament. 
If you would wish to have evidence, I would recall my 
witness ; I asked that last question of Mr. Hill, because of 
something that fell from you, Sir. It is obviously a 
practical matter, if not strictly within the ambit of Mr. 
HiU. 

{President): The only matter on the new Order that I 
feel moderately confident about at the moment is that the 
scale of charges which emerges as a result of this Inquiry 
will remain in force in London until there has been a new 
Application or a new Inquiry ; that is about the only point 
on which I am reasonably confident in reading the Bill as 
it at present stands. What will happen if the Bill becomes 
an Act, and the Minister brings into force Part V, is it 
not 

(Mr. Fay) : Part III, Sir. 

{President): And makes the Order which he has to 
make, before we give our decision on this Inquiry — one 
may very well wonder what the position will be. 

(Mr. Fay): Yes, Sir. I daresay that can be avoided! 

(Mr. Goff): I have no question in re-examination of 
Mr. Hill, Sir, and no further witnesses. 

withdrew) 

to prophesy but knowing, and later there will have to be an 
appropriate Scheme to meet the new arrangements. 

If there be the right approach — and we submit it is — 
then we say that various considerations follow from that. 
First, Sir, we invite you, as we have done all along, to 
look at this Application in the actual year 1962 and not 
in this mystic future year. That is the first point. 

Secondly, we say that one cannot, on this holding 
operation, blind one’s eyes to such information as has 
emerged politically in the course of the debates on the Bill, 
and therefore that one must bear in nfind that the Financial 
Secretary to the Treasury has said that the interest charge 
on the footing of the new Act either — and this appears 
to be a matter which at present seems to be uncertain — 
at the 1st January, 1963, on the opening capital liability, 
or, it may be, as a figure which he has in mind for the 
whole year which will of course actually work out at the 
starting figure, would be approximately £6.5m. 

That is a factor which everyone must have in mind and 
certainly on the figures which the Commission had always 
put forward for Central Charges, that portends that there 
will be — and I think this has really become common 
ground — a diminution in the liability of the new London 
Board in respect of its Central Charges. 

Then one turns to this vexed question of reserves. Even 
as things now stand, reserves on London Lines and British 
1 ransport to a large extent are illusory, as I represented at 
the last Hearing, and now represent at this Hearing. They 
do not accumulate as a fund available for the purposes 
for which they are sought and certainly under ihe new 
Act they will not inure for the benefit of London. But 
of course, when one has the new setup, if London has the 
earning capacity to reduce the reserves, then it will be 
able to fix a Charges Scheme which will provide a genuine 
reserve. In our submission, a reserve does not exist unless 
you can in fact provide it and set it aside and have it as 
what it is said to be, namely a reserve ; it is something 
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which you are going to keep in reserve, to have available 
for the purposes in respect of which you had created that 
reserve. 

That is not what happens now, and the witnesses putting 
forward their views as to why there ought to be a reserve 
were saying : “ Well, we ought to have a reserve for the 
purposes which were set out as a matter of policy in the 
White Paper ; we ought to have a reserve so that we can 
lift the difference between the annual depreciation at 
historic cost and the actual cost of replacement, so that 
we can cover the difference which has not been written off 
in respect of earlier years and so that we can have some- 
thing on top of that as something we have as a fund by 
way of standby.” 

(President) : It is convenient to talk of “ a fund,” “ a 
reserve ” and the rest of it ; but what we are really dis- 
cussing is whether there ought or ought not to be a larger 
deficit. If you look at the balance sheet there is no 
question of getting a reserve ; it is a question of either 
leaving the deficit where it is, making it bigger, or reducing 
it 

(Mr. Goff) : Yes, indeed, Sir ; that is my point, that the 
basis on which the witnesses have made their calculation 
and put forward their views, is a fallacy. My learned 
friend in cross-examining my witness, took the line that 
there ought to be more revenue in order to reduce the 
deficit ; but that was not the case put forward by his 
own witnesses and that is not the basis on which they 
have been working. That is not the basis on which they 
have calculated the fares for your consideration at all, 
appreciating that in a holding operation to bide over until 
one sees what really has to be done, whilst of course one 
should see that there is sufficient to pay the actual working 
expenses and whatever is the proper contribution to Central 
Charges. 

(President) : Why “ of course,” Mr. Goff ? 

(Mr. Goff) : Because if the Undertaking is in a position 
to do that, it ought not to be run at a loss. 

(President) : Why ought it not be run at a loss ? 

(Mr. Goff): As a matter of business policy I would 
not put my case as high as to suggest that it should be 
run at a loss unless the position was such that you could 
only temporarily avoid loss and in the end you were worse 
off because you so exasperated the public ; but, if, to use 
the word beloved of lawyers, it could be reasonably run 
at a loss, then you ought to operate it 

(President) : But why ? Why not say : “ Let’s not 
increase the fares at all ” ? 

(Mr. Goff): When you say in the abstract; “We've 
had a lot of increases ; therefore let’s not increase it at 
all,” one has to look at the whole picture. One has to 
consider that there have been a lot of increases and it is 
not desirable to have any more. One has to take a 
reasonable view, and if you can say that, without making 
undue increases, you can avoid running actually at an 
operating loss, then I would respectfully submit that one 
would not sit down and say : “ I’m just going to run it 
at a loss,” but I do say that, holding the balance and 
bearing in mind that one does not want to increase the 
fares unless one is forced to do so, one ought not to 
increase the fares merely to get a surplus which, as you, 
Sir, have observed, does not create a reserve but merely 
reduces deficits which have already accumulated. One 
has to try and look at the fact as a whole and weigh one 
consideration against the other and say what in all the 
circumstances is the proper thing to be done. That is why 
I say that on the figures as we have them one could not 
run it at a loss ; but when one comes to the question of 
the surplus, the witnesses come and say: “Yes, we have 
to have this surplus because we have to have reserves for 
this and that.” That does not improve the position at all, 
and it is not the position which my learned friend in his 
cross-examination has sought to maintain. 

Perhaps it might be convenient if I dealt with the point 
which w'as made by my learned friend during my cross- 
examination of one of the witnesses, which we agreed was 
a matter of argument, when I was dealing with the question 
of reserves. You said that everyone was going to say 
that the reserve is something which really goes against 


the deficit, but that is not the same with regard to the 
depreciation. Mr. Hill in his evidence has given the 
answer to that question, in our submission 

(President) : He gave his answer to it. He said that the 
ordinary depreciation charge is an expense ; the dictionary 
is open to us all, and if he likes to say it is an expense, 
no one could cavil at that, but it is not an expense in the 
same way as a wage payment is an expense. 

(Mr. Goff) : No, Sir, but in our submission a deprecia- 
tion charge is something which reflects in your accounts. 
The fact that whilst on the one hand you are getting 
receipts by using your profit and on the other hand you 
are wearing out your assets and if you do not bring in a 
depreciation charge you are really giving a wrong view 
of your profit because you are not in fact merely paying 
out what you have paid to the employees, but you are 
paying out what you are wasting or exhausting from your 
capital assets and therefore, to give a true picture of what 
you are earning, you have to take in a depreciation charge, 
which in our submission is really a form of expenditure — 
in our submission. Sir, Mr. Hill is right in what he said 
about that, that a reserve is something different ; it is 
something you take out and reserve or set aside for a 
particular purpose. 

(President): You need not set it aside for a particular 
purpose, need you ? 

(Mr. Goff): You may set it aside for a general 

purpose, yes, indeed ; but. it is something you set aside 
as a reserve — you reserve it either for a specific purpose 
or for general purposes. 

(President): As, for instance, buying the new machine 
when the old one is completely worn out '? 

(Mr. Goff): Yes, indeed. But if you cannot do that, 
then the thing is entirely illusory and fallacious, but the 
two things are a reserve which you set aside out of what 
you get and a depreciation charge which you bring into 
account in order to determine what your profit really 
is, in order to show a true figure ; in our submission those 
are totally different things for that reason, and a deprecia- 
tion charges does reflect itself in the value of your assets 
and will have a bearing upon the amount of the initial 
capital debt which has to be appropriated to London. 

I think you. Sir, said in the course of Mr. Hill’s 
evidence that that could not be so in this particular case, 
because the figure had already been worked out. My 
answer to that, with respect, is that it has only been 
approximately worked out and it is still open to the 
Minister to make his final decision ; that at any rate it 
has been worked out on accounts on which a depreciation 
charge has been brought in and for those reasons there 
is in our submission an answer to the objection you put 
to me in the course of my cross-examination. 

I do not shrink from what my witness has said in his 
evidence, that ideally in the present circumstances the 
figures should be fixed so as not to give a surplus, at 
any rate not more than such as would give you a margin 
or as to cover any possibility of estimates and calculations 
not working out exactly as they were put forward. I do 
not shrink from that, but the proposals we are putting 
up, both for 1962 and for the future year, if you would 
look at table SW 6 once more, do in fact provide a surplus 
provided the Central Charges figure is taken at £6. 5m. 
and, of course, will provide a surplus if it is taken on a 
somewhat higher figure — we learned that at a further 
stage of the argument. 

Taking table SWH 6 worked out at £6.5m. on the 
footing of the Central Charges, the proposals which are 
the main proposals which I have put forward of changing 
the season ticket rate and restoring the H and 24- mile 
stage charging, with the 34 miles put in to avoid double 
booking, but keeping the increases above that, you will 
see in column 4 that they had there a surplus, after 
£6.5m., of £1.2m. 

The alternative, which appears under B is the alternative 
which was put forward in case it should come up against 
some insuperable difficulty, which I subrnit it does not, 
of the Scheme having H, 24 and 34 mile stages ; that 
was to cancel all the increases which have been made 
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and to revert to the pre-April position. Even that, with 
Central Charges at £6.5m., would show a surplus of £0.7m., 
as appears in column 5. 

The next consideration which I would invite you to 
have in your minds is this, that this being, if I may use 
the phrase, a holding operation, or at any rate being 
something which is being considered at a time when 
fundamental charges are imminent and changes which 
you. Sir, have rightly said, if I may say so with respect, 
place one in a position in which one cannot prophesy 
what is going to happen, I do respectfully submit that this 
is not the time to make controversial alterations in the 
Scheme of charges. 

{President): Of course, Mr. Goff, we have always had 
to prophesy ; sometimes it is easier and sometimes it is 
not. 

(Mr. Go§) : Indeed, yes. Sir. 

{President): We have never had to do anything else 
than prophesy, plus a little simple arithmetic about the 
past. 

(Mr. Goff): Yes; whereas one has prophesied in the 
past, supported by simple arithmetic, and you have said 
— and I respectfully accept what you have said ; you are 
perfectly right in saying it — that as the position is going 
to be fundamentally changed, the operation of prophesy- 
ing, which is always difficult and dangerous, now becomes 
impossible. 

That being the position, we do submit that this is, of 
all times, not the time to choose to make controversial 
alterations in a scheme of charges. You will remember, 
Sir, the long fight there has been as a matter of principle 
on this question of single stage and half mile charging. 
My clients, the L.C.C., and others who support them, 
have always advocated that ; they have struggled for it 
over the years, and you will remember the great fight 
that took place lasting, not merely a day, but a matter 
of days, on this very question last time. 

Whether it be that the Commission were overborne by 
our persistent efforts, or whether it be that having heard 
us say it so often it finally commended itself to them, 
or whether indeed it be that they did it for reasons of 
their own, in fact little by little we did make some 
progress along this road. We got the ly and then we 
got the 2y. That is a matter for which the Objectors, 
representing the public, have been struggling and it is 
a matter on which, as I say, they have gained that 
measure of success, and at this time of the day it would 
be quite wrong— unless one were forced to do it (and 
in our respectful submission one is not) — to make a 
change which would abolish that principle altogether. 
It is true, of course, that in asking that that be restored 
I have to ask for something that was not there before, 
I have to ask for the 3y stage to avoid double booking, 
and I will say a little more about that later ; but that 
in my submission does not create any insuperable 
difficulty in practice ; at all events, it is not a change of 
principle. 

It is with those general ideas in mind that we invite 
you to consider the proposals we have put before you 
in the course of this Inquiry. As you appreciate, we 
are submitting that with effect from some convenient 
date the permanent order to be made on this application 
should be that the season ticket scale set out in LCC 1 
should be adopted ; that again, of course, embraces this 
principle for which we have been contending, that it is 
a scheme which introduces charging at the half miles. 
Secondly, that our scheme for the London Transport 
Executive buses and the railway services should be the 
scheme which appears in column 3 of LCC 4. I think 
you are now fully aware of what that scheme does: it 
accords with the increases which are now in force as 
from 4 miles, the Is. Od. fare, and upwards ; below that 
it makes no difference to the minimum fare of 3d. for 
1 mile but it restores the 5d. fare at H ; it makes no 
difference to the 2 miles 6d. fare ; it restores the 8d. fare 
at 2i ; it makes no difference to the 3 mile fare of 9d., 
and then it interpolates the 3y miles at lid. fare to avoid 
double booking. 


May I deal with the season ticket position first. Our 
respectful submission upon that is that the more the 
charges go up — and that has been a continuous process — 
the more important the questions of fractions becomes, 
and we do respectfully submit that people should not 
be charged for travel which they do not intend to make 
and which their ticket does not cover. 

{President) : Do you mean tickets on buses ? 

(Mr. Goff): No, season tickets; I am dealing first of 
all with season tickets. 

The question of yield — stiU dealing with season tickets 
— ^is not significant. If one takes London Lines, the yield 
which the Transport Commission seeks from the total 
increases — that is 10 per cent: 5 per cent within their 
existing powers and the 5 per cent under the existing 
temporary order — is £lm. in a full year. Comparing the 
scales and calculating on the basis of the difference at 
the average which my learned friend gave at our request 
of 13 miles, for London Lines the position works out 
that our scale it is a reduced yield of one-eighth, that is 
£125,000. The fraction is arrived at in this way: The 
yield, as you will see from LCC 1, on the British Trans- 
port Commission’s proposals at 124 miles and 13 miles 
is 8s. Od. in each case (that appears in column 4), whereas 
the yield from the L.Cl.C. proposal is 6s. Od. at 124 and 
8s. Od. at 13. Therefore one gets a fractional difference 
of 14 over 16; that is seven-eighths, and seven-eighths 
of £lm. leaves the figures which I gave of £125,000. That, 
you will remember, I put to the Commission’s witnesses 
and it was accepted by them. 

Turning to the London Transport Executive, it makes 
a difference of only £60,000. That you will find in the 
summary to LCC 4 under the entry “Seasons”: L.C.C. 
£230,000, B.T.C. £290,000, and that figure was accepted 
by Mr. Robbins. So that so far as yield is concerned 
and dealing with season tickets, the matter is insignificant. 

In our respectful submission there is nothing in the 
point that was taken that on London Transport Executive 
railways this would introduce a difference between season 
tickets and ordinary fares because the season tickets 
would have half mile charging and the ordinary fares 
would not, except of course if our proposals were accepted 
at 14, 24 and 34. In our submission there is nothing 
in that point because the mode of calculating season 
tickets is different anyway. This is merely a mode of 
calculating a price for a given journey, and it is a price 
which is calculated on the basis of miles or half miles. 
I think it was Mr. Winchester who was not very satisfied 
with either mode of doing it, but however that may be 
it is not a matter of saying : “ Well, now we introduce 
something different, because in calculating the season 
ticket charge we have half miles and in the ordinary 
fares we do not,” because we are working out an 
operation of a different character. What we are 
determining in the case of season tickets is what is the 
proper charge to make to a person to give him the right 
to travel for a given period on a given journey, and it 
is merely a formula for arriving at that answer. Of 
course that there is a difference in any event appears 
from the discount tables which have been put in evidence, 
RMH 6, sheet 1, column 7, where one takes out a com- 
parison and compares the season ticket charge with a 
given number of journeys — in this table it was 26, 
although we suggested 22 was better — on ordinary tickets. 
One, of course, is the price for a journey, the other is 
something which is different in principle, it is simply the 
charge for a given journey for a period, and, therefore, 
in our respectful submission there is nothing in the 
objection that it imports a difference between season 
tickets and ordinary tickets. In our respectful submission 
it does not import any difference at all, the difference is 
inherent and, as I say, it appears from the British Trans- 
port Commission’s own figures. Of course one has the 
discount tables for our figures which are given in LCC 2 
and LCC 3, but there is nothing more I need say about 
that point. Our short answer there is that the point is 
in itself a fallacy. 

Then we say there is no question here of cutting across 
any principle of assimilation of London Lines with 
London Transport Executive because, of course, we are 
not putting up, any more than the Transport Commission 
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are putting up, a scale of charging which would only apply 
to seasons of the London Transport Executive or only to 
London Lines. The difference between us is what should 
be in the scale, but our scale just as much as their scale 
applies generally and so no question of assimilation can 
rear its ugly head. 

{President) : No question of disassimilation ? 

(Mr. Gofj) : I accept that. Sir. 

Then in considering the small reduction which one gets 
— and it is small, as 1 have shown, in respect of London 
Lines and in respect of the Transport Executive — that has 
got to be considered further against the background that 
the figures in WW 1 and WW 2 — which you remember 
are the figures of London Lines’ receipts (taken from 
Mr. Robbins’ figures) and London Lines expenses in 
WW 1, and London Lines’ capital expenditure in WW 2 
— are not wholely reliable figures, as Mr. Winchester very 
frankly admitted. I am not criticising him or the British 
Transport Commission for that fact, it is inevitable ; but 
they are unreliable because they contain large elements 
of estimation, and in the working out of part of them 
they contain the application of a formula which Mr. 
Winchester very frankly conceded was arbitrary. Of 
course, if I may say so, I am sure it has always been 
in your mind that there is the notorious difficulty of 
determining what is the proper charge against London 
Lines in respect of track and signalling. I think I need 
do not more that state that ; indeed, Mr. Winchester said 
that some of the figures may be as much as £lm. out 
either way. 

So that when one is considering the very small diminu- 
tion of yield which attaches to our proposals so far as 
season tickets are concerned, one is considering it against 
figures which are, for the reasons I have been putting 
forward, unreliable. That is one side of the picture, and 
the other is the consideration — which I do stress — that as 
the fares go up so it becomes more and more important 
to see that one does not apply to the determination of 
season ticket charges a formula which has the result of 
charging people, as I said, for a journey which they do 
not intend to take and which their ticket does not 
authorise them to take. 

{President): Mr. Goff, before you leave London Lines, 
of course if we accepted that these season ticket rates 
should be the same for London Lines and London Trans- 
port, the fact that Mr. Winchester said, and has always 
said, that the London Lines’ calculations possibly have 
marginal errors either way becomes irrelevant, does it 
not ? 

(Mr. Goff): I only considered it was relevant to this 
extent, that if it is going to be said; “ Well, you have got 
to consider a diminution in the yield from our proposals 
against the background of the margin of receipts, on the 
position as it now stands, over expenses ” ; then I am 
saying one has got to be very chary when one comes to 
that, because the figures in WW 1 which show that margin 
are in themselves not reliable figures. That is the only 
relevance. 

{President): I should have thought it was obvious that 
London Lines of British Railways at the moment are in 
a more prosperous state than London Transport, so that 
once one decides that the season ticket rate should be 
the same unless there are very strong reasons to the 
contrary, the fact that the excess on London Lines might 
be greater than Mr. Winchester’s figures suggest would 
not trouble one at all. 

{Mr. Goff): No, Sir. 

{President) : I have always wondered myself why no-one 
has ever said to Mr. Winchester: “Why do you not take 
credit for London Lines for commercial advertising and 
your share of lettings.” 

(Mr. Goff) : I am obliged to you. Sir. 

{President): Keep that in your head for the next 

Inquiry under the new order. 

(Mr. Goff): I was going to say I would pass it on to 
others who, no doubt, would be glad of it. 


{President): There may be a very good answer to it. 

{Mr. Goff): Yes indeed. 

So far as the season ticket question is concerned we 
submit it comes down to this: The effect on yield of 
our proposals is minimal ; there is no objection on the 
score of assimilation or disassimilation, whichever way one 
likes to look at the picture, and there is a fundamental 
principle which becomes ever increasingly important as 
one goes on increasing charges, and at the risk of 
wearying you I will say it once again, that people should 
not be asked to pay for journeys which they neither 
intend to make nor which they will be covered by their 
tickets to make. That is the position with regard to 
season tickets. 

I now turn to the question of ordinary fares, and here 
the position is conveniently set out in the revised SWH 6. 
Except, of course, for the Central Charges figure of 
£6.5m., those figures are in fact agreed figures ; of course, 
the £6.5m. is not. Therefore one has to direct one’s 
attention once again to the vexed question whether that 
£6.5m. is the right figure, as we contend, or a wrong 
one as the Transport Commission have always said. That 
depends upon this question of method and the other 
matters which lie between Mr. Hill on the one hand and 
Mr. Evershed on the other. They were canvassed at 
length before you in 1961 and my learned friend and I 
have done our best to refresh your memory, without 
taking up undue time on this occasion, by putting to the 
witnesses the passages in the transcript which summarise 
the position, and no doubt the questions upon which this 
depends will be very clear in your mind. 

We do submit on the major question of the £38m. 
and the £12.2m. that Mr. Hill is right in taking the 
historical or specific approach on an hypothesis, the 
hypothesis being that London is, and always was a 
separate undertaking. With the very greatest respect to 
you. Sir, I do respectfully submit that if one answers 
that by saying: “ Ah, but this trust fund of £38m., though 
is was the London Passenger Transport Board’s money 
before 1948, did not become London’s money after 1948 
because it became the money of the Transport Commis- 
sion,” is really begging the question. Of course it became 
British Transport Commission property, everything 
became British Transport Commission property ; but the 
question, we submit, that is being investigated is based 
on the hypothesis — which of course is contrary to the 
actual fact that everything became one under the British 
Transport Commission — that there was a separate 
London after 1948. Therefore one has to put out of 
one’s mind the answer, “Well, after 1948 it was not 
the Transport Board’s money, it was not London’s money, 
it was the Transport Commission’s money,” and ask 
oneself: Well, looking at the conception of a separate 
London, what should be treated as applicable to London ; 
what should be regarded as the property of that notionally 
separate undertaking ? If one does that how, I ask 
myself can there be any answer other than that this trust 
fund, a fund actually held in trust, in effect, for London 
by being held in trust for the London Passenger Transport 
Board, could not be anything other that a fund held in 
trust for separate London if you are going to start with 
the hypothesis that there is a separate London. Once 
one takes that hypothetical basis, which one does on the 
specific approach, then I dare to say that there can be 
only one answer to this question, and that answer is 
that such a fund which immediately before the Act was in 
every sense London money, money in trust for the then 
London undertaking, must be money held in trust for 
the notionally separate undertaking. 

Of course if that premise be accepted, then the 
question of the £12.2m. for the transferred lines does, 
as Mr. Hill pointed out, also become a matter of 
importance. Mr. Evershed said it did not matter whether 
you treated the £12.2m. as he has done by reducing the 
interest charge in the opening column on his specific 
approach at 3 per cent and putting in an identically 
larger charge later on when you come to the interest 
on capital expenditure on the footing that you have 
expended that £12.2m. in the first year because, as was 
said and as at first blush commended itself to you, either 
you have the first column larger by x and the second 
column smaller by x or you have the first column smaller 


106 


BRITISH TRANSPORT COMMISSION (PASSENGER) CHARGES SCHEME 


21 June, 1962 


[Continued 


by X and the second column larger by x and therefore 
it does not matter. But as Mr. Hill has said, that is right 
if, but only if, Mr. Evershed is right in treating the 
£38m. as not being London money. If the £38m. is 
treated as being London money, then it does make a 
difference how you deal with the £12.2m., because if 
the £3 8m. is treated as London money that is available 
to prevent London having to borrow at increased rates 
of interest so long as it lasts, and one starts with the 
3 per cent interest and you go on spending that fund 
at 3 per cent until the interest rate rises. Then if you 
have got no London money you are charged with an 
increased rate of interest on your borrowings, but if you 
have got London money you are not because you merely 
use up some more of the fund which is carrying interest 
at 3 per cent. Therefore if you start off by London taking 
credit for £3 8m. it then becomes important to see what 
you are doing with the £12.2m., because if the £12.2m. 
is dealt with as we say it should be dealt with, not as 
a cash payment but as part of the initial stock, then 
the £38m. last longer into the period when interest rates 
have gone up. Therefore, Sir, we say it is necessary to 
consider whether the £12.2m. ought, as we say, to be 
treated as a stock transaction or whether it ought, as 
Mr. Evershed says, to be treated as a cash payment. I do 
not know whether you would wish me to develop that 
now or after the adjournment. 

{President): I am always enthralled by PJ 16. 

{Mr. Goff): I hope I may possibly be able to add to 
the enthralment by my argument. 

{President) : You are doing, that is why I did not notice 
the passage of time. I regret that we have not investigated 
the most interesting discussion about Mr. Lawson’s tables 
as compared with Mr. James’s PJ 16, because PJ 16 was 
really a product of Mr. Lawson’s tables and one of the 
things I found most revealing about the discussion of this 
matter was the Middlesex County Council Memorandum 
after we had asked Mr. Lawson to revise his table and 
after we had said what we wanted the scheme to produce. 
Unfortunately that finds itself rather hidden at the back of 
a large volume. 

{Mr. Goff): It does involve considerable research to go 
back into that, but one has got this, that PJ 16 has been 
embraced by the Transport Commission and carried 
forward in their tables 

{President): The Commission in fact have always been 
careful to say they do not press upon us PJ 16. 

{Mr. Goff) : I agree ; but if it is going to be that 
method, then they say that PJ 16 is the right way of 
doing it. We say that the PJ 16 approach is the correct 
method, but PJ 16 is not correctly worked out. 

{Adjourned for a short time) 

{Mr. Goff) : When the Court adjourned I had dealt with 
the £38m. and I had made my observations to the effect 
that the £12.2m. is, of course, material if the Tribunal 
accepts our method with regard to the £38m. ; and I 
had just reached the stage at which I was about to invite 
you to consider what the position is with regard to the 
£12.2m. 

In that regard, of course, the figure does not appear 
anywhere by itself in the accounts. It is a figure which 
is taken as the proper figure, but any ' vice in that is 
as inherent in the Transport (Commission’s method as in 
ours. The issue between us is not whether £12. 2m. is 
the right figure, but how the £12.2m. ought to be dealt 
with on the historical or specific approach. 

There, again. Sir, the premise that one is taking is the 
hypothetical or notional position of London, as a separate 
undertaking from the start. Then we say that one has 
got to look and see what is the proper way to view the 
transaction with regard to the transferred lines in respect 
of this notionally separate London. What the Transport 
Commission do is to treat it as a cash purchase by 
London, but that is purely imaginery; there never was 
a cash purchase either by London or by the actual entity 
the Transport Commission. What happened was that the 
Transport Commission acquired for stock the main line 


undertakings, and part of that undertaking was trans- 
ferred to London in addition to what was acquired from 
the London Passenger Transport Board. One must, 
therefore, debit London with the appropriate amount in 
respect of the part of the consideration attributable to 
that which London took, but one does not have, for 
that reason, suddenly to change the whole character of 
the transaction by saying, “ We will debit London with 
a cash payment which nobody ever made.” In our 
submission, what one has to do is to treat London as 
paying the appropriate part of the stock which was issued 
to purchase the lines as a whole. Those lines are London 
lines, that part of the stock is London stock, and, there- 
fore, in my submission, what ones does is to debit London 
with the interest on that much stock and not to debit 
London with any cash payment. 

In all these matters one has got to start with the 
premise that one has got to look to a notional London, 
and then one has to apply that notional London to the 
actual facts ; and in doing that somehow the Transport 
Commission contrives to change the whole character of 
the transaction and to say that this part of the acquisition 
of the main lines of the Transport Commission was not 
an acquisition of stock, it was a cash purchase, which is 
a figment of the imagination. 

{President): But it is equally a figment of the imagina- 
tion to say that £12.2m. was the amount of the transferred 
stock which the Transport Commission had to issue in 
respect of these London Lines. 

{Mr. Goff): But that, as I remarked is, an objection 
to either. 

{President): Yes. 

{Mr. Goff): One has got to get a figure, but, having 
got the figure, which may be right or which may be 
wrong but which is a figure upon which both sides 
agree, one has got to see what you do with it, and in 
my respectful submission what you have got to do with 
it is treat it as being the appropriate allocation of the 
stock which was in fact issued. As you say, the figure 
is a figment of imagination, but until you have got a 
figure you cannot work it out at all. But having got a 
figure — and nobody quarrels with the figure as a figure 
to use in the exercise — you have got to see how the 
exercise is to be carried out, and the exercise is one of 
seeing what you do to attribute to London, if you treat 
it as a separate entity, the £12.2m. 

Having agreed that the sum is £12.2m., you then say: 
What are we dealing with ? Is the £12.2m. part of a 
cash transaction or is the £ 12.2m. part of a stock trans- 
action ? — and the answer is that it is part of a stock 
transaction. Therefore it must follow from that that 
when you work out your specific approach method you 
treat London as involved to the extent of that proportion 
of the stock, not that proportion of a cash transaction 
which never in fact occurred. You have got to relate 
a notional London to the actual facts of the transaction, 
with a figure which is an agreed figure whatever method 
you are adopting. 

{President): You say it is an agreed figure. Of course 
it is the same figure used by both sides, but what the 
Commission are saying, in effect, is “ If we are to make 
an allowance for stock, the stock figure will be £12.2m.” 

(Mr. Goff): They are saying that is the cash figure. Sir. 

{President): The other way about. They say if you 
are doing it on that basis we will take £12.2m., but it 
does not follow that they would agree with the £12.2m. 
at the point where you start imagining. 

(Mr. Goff): Nobody has ever suggested that there is 
any change in the figure. The argument has always been : 
What is the method to apply to that figure, it has never 
been suggested, “ Well, even if your method is right, then 
you ought to take a different figure.” Nobody has ever 
canvassed that point at all ; everybody has agreed that 
it should be worked out in the basis of that figure, and 
I ask the Tribunal to do the same. 

Having got that as a basis — and without a basis of 
some figure you cannot work the exercise in any event — 
then one has got to see how you work out the exercise. 
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The exercise is one of attributing to a notional London 
that which is London’s, and for that purpose one say: 
Well, this value in London is London’s, therefore that 
value of the consideration must be debited to London. 
But that is no authority, or warrant, or reason for 
changing the nature of the consideration and debiting 
London as if it were a cash transaction when it is, in 
truth, part of a stock transaction. Therefore, for those 
reasons, we submit that we are also right in the way 
in which we deal with the £12.2m. 

Shortly before the adjournment you were good enough 
to say that of course the Commission do not, in fact, 
i, themselves rely on the specific approach, they have relied 

on their global approach which has been criticised as 
being a piece of guesswork and supported as being an 
exercise of judgment, and that, of course, is the present 
^ AE 3, which is to be found at page 19 of the transcript. 

The first comment I would make on that is that the 
result which it produces is in fact £7.3m. and not £7.5m. 
The bottom line says “ Say, £7.5m.”, but that, of course, 
is not doing what Mr. Hill did, taking a mean between 
two tests, it is either accepting the other test, in which 
case they are putting forward their specific approach 
method though they say they are not, or the figure is 
really £7.3m. by the method upon which they rely and 
not £7.5m. 

The second point is that, of course, as you will know 
both in 1961 and now we joined issue on that calculation 
as well, and there we have our corresponding tables which 
are SWH 1, SWH 2 and SWH 4. SWH 4 is, of course, 
the final table which is comparable in mathematics to 
AE 3, but SWH 1 and SWH 2 are the apportionment 
tables and here, of course, the issue is that in AE 3 the 
Commission start and work the whole of the calculation 
upon the premise that the correct figure for Central 
Charges in 1959 is £6m., and then the whole of the 
rest of AE 3 is a calculation projecting that forward, and 
projecting it forward on the same basis as we project our 
figures forward in SWH 4. But the whole thing depends 
upon the premise which is said to be that adopted for 

1958. I think I am right in saying there has been no 
decision by this Tribunal, as you yourself observed, Sir, 
except the £5.3 in 1953, or something like that. But, 
of course, what we do is to take our SWH 1 and SWH 2 
where we work out an apportionment for 1960, so that 
we do not have to project forward from a 1959 figure ; 
when you come to our SWH 4 we have the advantage 
of projecting forward a later figure, a 1960 figure. That 
is a calculated figure apportioned according to the capital 
invested in accordance with our tables SWH 1 and 
SWH 2, which gives us for 1960 a starting figure which 
you will find as item 13, columns 1 and 2 on SWH 4, 
at £5.5m. Of course AE 3, having started as £6m. in 

1959, has been increased by the time it comes to 1960 
to £6.4m., which you will find in item 12 of AE 3. 

The result, therefore, is that the Commission work their 
calculation from £6 .4m. whereas we work our calculation 
from £5. 5m., and we support that proposition by the 
detailed tables which we have given in SWH 1 and 
^ SWH 2. Therefore we say whether one looks at the 

specific approach or whether one looks at the global 
approach, the Commission’s figure is too high. We make 
it too high by something of the order of £lm. 

* 

You have got the comparisons set out for convenience 
of reference in SWH 4, with its result, in line 14, 
throwing up £6 .3m. for 1962, and in that comparison 
table at the end it gives you our other figure in line 17, 
£6. 7m. from SWH 3, and there we do take a mean of 
the Commission’s two figures, AE 3 £7.3m. and AE 4 
£7.5m. We criticise the AE 3 method, not only on the 
ground that we submit it starts with the wrong starting 
figure, but also we say if our method of the specific 
approach is unacceptable, the specific approach method 
does stand as a good check to confirm our global 
approach: the specific approach comes to £6 .7m. as against 
£6. 3m., well under the Commission’s figure. 

Then apart from actual consideration of the tables and 
issues between the parties on the methods of working, 
we invite you again at this stage of the day to let coming 
events cast their shadows where they may, again bearing 
in mind this figure which, approximate though it may 


be, the Parliamentary Secretary has mentioned in the 
course of the Debate of £6.5m. as the interest figure for 
1963. There does appear to be some question, looking 
at the report, as Mr. Evershed pointed out, whether that 
£6.5m. is the figure of interest which the Minister envisaged 
as the figure on the opening balance as at the 1st 
January 

(President) : Has he not got to fix both ? 

(Mr. Goff): Yes, he has got to fix the rate of interest 
and the capital debts and the deficit, but there seemed to 
be some uncertainty from what appears in the Debate 
whether he was envisaging what the interest would come 
to at the date fixed on the opening balance, or whether 
he was fixing a figure which he thought would be payable 
actually as the result of the year. Of course, if the latter 
possibility were right, then the opening figure would, ex 
hypothesi, be something less than £6.5m. But taking 
it as £6.5m., it is clear — and one should have this in mind 
in considering the position as a whole — that the new 
arrangement will reduce the contribution for Central 
Charges because you get an interest rate of the order of 
£6.5m. for 1963, and Mr. Hill in his evidence reduced 
that, by taking half the interest on the capital expenditure 
for 1962, to £6.2m. to apply it to 1962. Then one has 
to add to that a small item in respect of guarantees on 
stock and salaries which appears as £0.1m., and then 
something or other for additional legal and accountancy 
staff, which Mr. Hill put at £0.1m. or £0.2m. though 
Mr. Evershed put it at £0.3m. or maybe £0.4m. 

(President) : I think Mr. Evershed put £0.4m. as being 
all central administration. 

(Mr. Goff): Yes, comparable with our plus £0.1m. or 
plus £0.2m. So the result is that looking to the figure of 
£6. 5m. approximately for 1962, one gets a figure for 1962, 
again, of something of the order of £6.5m. 

(President) : Of course, Mr. Goff, Mr. Hill, looking at 
his SWH 4 for 1959 and 1960 at the last Inquiry, gave 
a figure of £5 .94m. for 1960. 

(Mr. Goff) : Yes ; then he has revised that in the light 
of the actual figures, because the present SWH 3 takes 
the aggregate for the figures down to 1959 from SWH 4 
of 1961 and then writes it out anew for 1960 in the light 
of the latest information. Did you wish to ask any 
question upon that table. Sir ? 

(President) : No ; I am just reminding you of that fact 
when one has to work back and see whether the differences 
since 1959 fully explain the differences in the figures. 

(Mr. Goff) : Well, I submit we must take our revised 
figure on SWH 3 now, which is the 1960 figure worked 
out on the latest information. 

(President): £5. 87m. for 1960. 

(Mr. Goff) : I hope I have dealt with what was in your 
mind. Sir. At page 101 SWH 4 does take for 1960, as 
you observed, £5.94m., but that is revised in the new 
table to £5. 87m., which is taken on the latest available 
information. 

(President): Is that not the true comparison with the 
£6.4m. in AE 2 ? 

(Mr. Goff): Would you be so good as to repeat the 
question. Sir ? 

(President): We have had before us SWH 4 (page 101 
of the 1961 proceedings) on which the 1960 estimate of 
tdtal charges is £5.94m. We have also had before us 
SWH 3 of this Inquiry in which on further revised 
information the total Central Charge is £5. 87m., £70,000 
less. Mr. Evershed’s figure for 1960 is £6.4m., is it not ? 

(Mr. Goff): That is right. 

(President) : And that, presumably, we may take to be 
something for which there is no projection necessary at 
all. The difference between you, then, is between £5. 87m. 
for 1960 and £6.4m. 

(Mr. Goff) : That is right. Sir. 

(President): £0.5m. or £0.58m. 
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(Mr. Goff): That is perfectly right, except that you did 
say that the 1960 figure in AE 3 was without any pro- 
jection, but there is one projection because it is a projec- 
tion of £6m. taken for 1959. 

(President): In AE 3, yes, I agree with that. But the 
figure actually for 1960 is £0.53m. greater than your figure 
on this specific approach. 

(Mr. Goff) : That is so, yes. 

With those figures in mind I invite you to look again at 
SWH 6 revised. You will see if you look at column 4, 
taking Central Charges at £6.5m. and taking, as we have 
suggested, the 1st August as the operative date, that our 
proposal does give a surplus, not only enough to meet 
Central Charges, but a surplus of £1.2m. 

(President): You are taking £1.2m. from London ? 

(Mr. Goff) : We always, as a responsible authority, 
endeavour to be moderate and reasonable. We do not go 
to the extreme either way. 

(President) : The question is what would be reasonable. 

(Mr. Goff): That is a matter that you have to decide. 

That, of course, is taking a figure of £6.5m. Central 
Charges and, of course, on that basis even the wider 
proposal of cutting out all the increases altogether would 
still leave a surplus of £0.7m., which appears in column 5. 
But it may be that having heard such efforts as I can make 
to persuade you to our methods and having heard the 
well-known eloquence of my learned friend, you may 
come to the conclusion that in your view, in the View of 
the Tribunal, the truth for Central Charges for 1962 lies, 
perhaps, somewhere between the £6.5m. for which we are 
contending and the £7.5m. for which they are contending, 
and I desire to point out to the Tribunal, v/ith respect, the 
obvious, that if one did take a figure in between, if one 
took a figure, for instance, of £7m., there would still be 
enough to meet the Central Charges and leave a surplus 
on our proposals. 

Mr. Hill has given his reasons for saying there should 
not be any surplus at all, but it does not make my case 
any worse if I do not have to go the whole length of 
what I have supported by evidence, and my figures do, in 
fact, on £6.5m. show a surplus of over £lm., and even on 
£7m. Central Charges they show a surplus of £0.7m., and 
of course in the last resort, even if one did take £7.5m. 
for the Central Charges, there would still be a small 
margin of £0.2m. to set against possible discrepancies in 
estimates and calculations. So that in our submission the 
scheme which we are suggesting to the Tribunal is one 
which is perfectly workable ; there is no difficulty in it. 
If you take £6.5m. there is over a £lm. surplus ; if you 
take something between the views of the contending 
parties there is a substantial surplus, and even at the worst 
against me there is still enough to meet Central Charges 
with a small margin to cover errors. 

Of course it has been said by the Commission’s wit- 
nesses that if the scheme which we have advocated were 
accepted they could not possibly bring it into force on the 
1st August even if you were able to give your decision 
very promptly indeed. You vyill decide, of course, how 
long you think, on the evidence, they really do require. 
You may, perhaps, err on the liberal side in giving them 
time, but this much is clear : the longer the scheme we 
are putting forward is delayed in coming into operation, 
so much the better it is for the Transport Commission. 
I do not say that suggesting that they would delay it in 
order to make it better for themselves, but merely to point 
out that in order to present something to the Tribunal 
we have taken a date and worked the figures as at that 
date, but if in fact that date is too soon and a later date 
is taken, then our figures are more beneficial to the Com- 
mission than those which we are laying before you today 
and on which we laid our evidence. 

I do not want to say at this stage that the London 
County Council and the other Objectors who support us 
do feel, as they always have done, very strongly on this 
question of the single stage charging and we are putting 
forward these proposals on principle, and, therefore, if 
more time is needed to put them into effect, if the Com- 
mission were otherwise satisfied with our submissions and 


you are prepared to make an Order adopting our pro- 
posals, we would be content that a later date should be 
taken for their coming into operation. If that be so, then 
so much the better for the Commission on the figures. 

Of course, if one does take the figure of £6.5m. for 
Central Charges, or even up to £7m., as I have said we 
do leave a surplus and, thereifore, there would be some- 
thing which would assist in tiding them over. My learned 
friend has said one must now have a scheme for when the 
new Act comes into force because that scheme will become 
operative under the Act until a new one is made. I would 
observe that there is under our proposals a surplus even 
if you take Central Charges as high as £7m. 

Then I must deal with another aspect of the matter, 
and that is the one of practicability, which has now 
become a small issue. La^t time, of course, it was a very 
vexed question, namely the practicability of having a fare 
at lb, 2b and 3b miles, on which much evidence was given 
and I think after a break the Transport Commission re- 
turned to the fray with some bus fare-tables. The No. 11 
route, I think, was one of them. But, of course, what was 
being canvassed was lb, 2b and 3b and half stages right 
throughout the scale. The proposition before you now is 
merely to restore lb and 2b, and I submit there cannot 
be any difficulty on the question of practicability because 
it has been in force. It may be material on the question 
how soon it can be put into operation, but not on the 
question of whether it is practicable. 

Now in the long cross-examination in 1961 Mr. Harbour 
— although it is fair to say he did not want half stages 
at all — did go as far as saying he thought one could 
introduce them at 3b miles if one had to, and Mr. Robbins 
echoed that in cross-examination today. I would remind 
you that in re-examination he was asked, taking route 
No. 9, how many more stages the conductor would have 
to memorise if you introduced lb, 2b and 3b, and the 
pre-April scale with lb and 2b was 111 and the increase 
with the 3b is only 12 ; the difference is only between 111 
and 123. 

Of course, on the question of getting round the bus, 
once you have got a half stage that difficulty is there, such 
as it is. So far as this is concerned, it comes down to a 
very small matter and, therefore, if the arguments which 
I have been presenting to you persuade you that this 
proportion ought to be accepted, then I respectfully sub- 
mit there would be nothing in the point of practicability 
to prevent that. 

(President): The difference is £1,130, is it not ? 

(Mr. Goff) : I am not/ sure what difference you are 
referring to. Sir. 

(President): The difference between the yield which the 
Transport Commission are seeking from rail and road and 
the yield from your scheme. 

(Mr. Goff) : Are you looking at the summary on 

LCC 4? 

(President) : What I was doing was looking at the 
difference brtween the two. 

(Mr. Goff): The answer appears to be correct, and my 
learned junior tells me it is. 

(President): To the nearest thousand pounds I am 
right ! 

(Mr. Goff) : It was said that if costs go up, as they have, 
they ought to be thrown on the traveller and not on the 
taxpayer. I would ask the Tribunal to bear in mind that 
we are not saying there should not be any increase. We 
would like to say that, of course, and if we could respon- 
sibly say it we would ; but we have to look at the position 
realistically and therefore we realise that there must be 
some increases, and the scheme we are putting forward 
allows for that. The scheme we are putting forward does 
not challenge the increases at 4 miles and upwards, it only 
challenges them below in certain particulars. So far as 
the season tickets are concerned, there again it allows 
increases, but it allows them on what we submit is a 
fair basis and not an unfair basis. At least the season 
ticket scheme which we put forward would bring comfort 
to some of the season ticket travellers if not all. We do, 
therefore, respectfully submit that there is nothing in 
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our scheme which can be challenged on the score of not 
passing increased costs on to the travellers or throwing 
them on the Revenue. The fact that costs have increased 
does not mean automatically that the charges must be 
increased by exactly the same amount. 

In the light of the evidence on the increases and in the 
light of the question of what really is the proper charge 
for Central Charges and in the light of coming events, 
one has, with respect, to consider what is the right and 
proper thing to do to see that no undue burden is thrown 
upon the travellers, to see that increases are kept down as 
far as is reasonably possiible and to see that the scheme is 
a fair and equitable one ; and for the reasons which I 
have endeavoured to develop this morning and now, we 
respectfully submit that the scheme which we put forward 
now as a scheme to be adopted determining the position 
Which has been covered temporarily by the emergency 
order and as a holding measure until we see the light of 
day With regard to coming transactions, is one which ought 
to be accepted, and we respectfully ask the Tribunal so 
to do. 

(President) : Might I clear my mind ? LCC 1 to 
LCC 4 are only dealing with the London Transport 
Executive, are they not, not London Lines ? 

(Mr. Goff): LCC 1 to LCC 3 are dealing with season 
tickets as a whole for British Railways, and LCC 4 is 
dealing with the road and rail fares and season tickets for 
London Transport Executive, and the financial effect of 
the season tickets proposals so far as London Lines are 
concerned is a calculation based on an average taken from 
LCC 1. 

(President): It does not appear from the figures in 
LCC 4. 

(Mr. Goff): No. 

(President): The financial statement of the results of 
the L.C.C. scheme and the Transport Commission’s scheme 
does not deal, as a financial statement, with the London 
Lines’ season tickets ? 

(Mr. Goff) : No, it does not appear from the tables ; 
that was dealt with as a matter of evidence. 

(Mr. Collard): I wonder if, as I have less to say than 
any of my friends, I might say it now on behalf of the 
South Essex Traffic Advisory Comnaittee and the Barldng 
Corporation ? All I have to say on behalf of my clients 
is that they agree with and adopt the proposals of the 
London County Council, and I have nothing to add to the 
cogent argument oif my learned friend, which would not 
become more attradive by my repeating it. 

(Mr. Noakes) : May it please you. Sir ; this is the third 
occasion on which I have had the honour of addressing 
this Tribunal. You may remember in 1959 I entered the 
fray on behalf Of the County Borough of Hastings ; 
when I came before you in 1961 Eastbourne and Brighton 
had added themselves to Hastings, and now today the 
Borough of Worthing has joined wiith the other three. 

To those South coast towns any increase in fares 
which affects the ability of persons, be they inhabitants or 
visitors, to move to and from them is, of course, repug- 
nant, but there is one class of traveller in whom they have 
a special interest, namely the season ticket traveller, since 
such travellers usually travel from those towns to London 
comparatively long distances and, therefore, the proportion 
of their income which they spend in fares must necessarily 
be fairly large. On this occasion the only matter of direct 
relevance to those towns which I represent is the question 
of season tickets. 

Although I am not suggesting that it can have any 
possible connection with my presence here in 1959 and 
1961, you will remember that on neither of those occasions 
did you accede to the full demands of the Transport 
Commission. In 1959, after hearing the evidence, you 
made an interim decision on the 8th May in which you 
asked the Commission to prepare a new scale of proposed 
season tickets fares, I think colloqually called the half-way 
house, and it was that which was either wholely or 
certainly substantially adopted by you in making your 
order in 1959. Last year again when the matter came 
before you you did not grant the full increases asked by 
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the Commission by any means ; indeed, in the cases of 
the towns whom I represent the increases allowed by you 
were only something in the nature of about one-third of 
what was asked for. 

At this stage of the Inquiry I do not propose to weary 
you with masses of figures showing how these increases 
will affect the individual travellers, but as an illustration 
may I just take one route and one type of season ticket 
to and from one town. I think on a previous occasion I 
selected Brighton ; this time I will select Eastbourne, a 
town which is in fact 66.1 miles from London but which 
is charged for at the rate of 67 miles from London. 

This Inquiry in the matter of season tickets has not, 
as far as I am aware, brought forward one of the argu- 
ments which I have previously heard advanced on behalf 
of the Commission, namely a comparison with what the 
fares were in pre-war days. On a previous occasion I 
ventured to put forward to you the submission that it 
really was not of great assistance to you to compare the 
present-day fare proposals with what the fares were in 
1939, and that if you were considering the reasonableness 
of the burden being placed on the season ticket traveller 
it would only be necessary to see what had been happening 
to him of recent years 

(President): 1939 seems to me to be quite a reasonably 
recent year ! 

(Mr. Noakes) : And to many of us, but there must now 
be a very large number of those who are travelling up 
and down from the South Coast towns who have no 
remembrance of travelling in such a way in 1939, and, in 
any event, conditions have so completely changed. 

I am proposing just to see what has been happening in 
the last few years, and I only go back to the 31st October, 
1959. My first two figures are taken from a mass of 
figures kindly provided to me by the Commission on the 
last occasion showing all the increases from 1952 onwards 
on the various routes to and from London, but I take one 
for simiplicity. 

If on the 31st October, 1959, a gentleman had gone to 
Eastbourne Station and asked for a season ticket for three 
months to London he would have paid £22 9s. 9d. 

(President) : Would a lady have got it for less ? 

(Mr. Noakes): It depends upon her influence and on 
how far she might be able to distract the attention of the 
officials. Anyway, it was £22 9s. 9d. for a man for a 
second-class ticket. If he had gone on the following day, 
the 1st November, it would have cost him £26 4s. Od. 
When he went on the 8th May, 1960, it cost him 
£29 14s. Od. At the last Inquiry the Commission submitted 
to you that the fare should be £35 13s. 3d., but this 
Tribunal, to the relief of all concerned, by its Order of the 
14th June, 1961, said no, not that figure, the figure shall 
be £31 4s. Od. 

(President) : What was the date of that ? 

(Mr. Noakes): The 14th June, 1961. Now by the recent 
increases which you have temporarily authorised the figure 
is £34 9s. Od., and that is the figure you are asked to 
confirm. 

In my submission that figure has one merit and one 
merit only, the merit which was of course at once perceived 
by Mr. Fay and put in his opening address, namely that it 
was less than the Commission asked for last time. 

(Mr. Fay) : The time before last. 

(Mr. Noakes): You will see the difference in the course 
of less than three years, a difference between £22-odd and 
£34-odd. That must obviously be a burden for many, 
many people to bear, but of course that is not the whole 
tale because there is, as the Tribunal is aware, or there 
was, a form of ticket known as a red line season ticket 
which did not authorise intermediate departure from the 
train 

(President) : That is the one the lady would have taken ! 

(Mr. Noakes): If the lady went to buy a red line on 
the 31st October, 1959, she got it for £19 10s. Od. It then 
went up on the 1st November to £23 8s. Od., in 1960 to 
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£26 12s. Od. and finally in 1961 to £27 19s. Od. That type 
of ticket has now been abolished, so it means that such a 
person has now got to pay £6 10s. Od. more than they 
could have anticipated having to pay in any event. 

That 1 take as an illustration, and if one examines the 
fare structure for any other of the towns one finds similar 
additions and alterations, but I have taken that for 
simplicity. 

One appreciates that in present times the force of 
economics must always be in everybody’s minds and the 
1'ribunal has to bear that in mind as well, but in the same 
way as on the two previous occasions you exercised that 
moderating influence on the requests of the Commission 
for large increases in season ticket rates, so my clients 
hope that you will act in a similar way on this occasion. 
As we know, you will give the very greatest consideration 
as to whether it is not proper that these proposed figures 
which are now in force should not be wholely confirmed 
but that the net increases in the season ticket rates should 
be considerably less than what is now being asked for. 

{President)-. Of course, Mr. Noakes, the impending 
change affects you in a different direction, does it not ? At 
the moment that Part III of what is now the Transport 
Bill is brought into force when the Minister makes an 
Order there will be no scheme regulating season tickets 
for your town at all. 

(Mr. Noakes): No, Sir, I appreciate that. In one sense 
what I am saying may be purely academic, but at the 
present moment I have to address you on the basis of the 
law as it is at the present time because you are being asked 
as a Tribunal : Do you or do you not confirm this scheme ? 
Everyone quite appreciates that the Minister may do some- 
thing quite different afterwards. 

(President) : No, not “ may ” or “ might,” that he must 
throw you to the wolves, if you like, or to Dr. Beeching — 
and, perhaps, you local Member of Parliament. 

(Mr. Noakes) : Yes ; but the threat that anything you 
do may be thrown to the wolves or to Dr. Beeching will 
not in any way deter you from saying what you think is 
a fair and reasonable increase at the present time in these 
season ticket rates, and one can only hope that when the 
wolves or Dr. Beeching come to consider the matter they 
will pay very considerable attention to the views you 
express by your order, although they are not bound by it. 

(Mr. Fay): My learned friend has given a lot of 

evidence which I cannot cross-examine him on, but as I am 
rapidly instructed about one statement perhaps I might 
make this observation : The red line ticket has not been 
abolished, provided it is the same lady. Anyone who held 
a red line ticket can go and get a red line ticket now. 

(Mr. Noakes): Of course I accept the correction. The 
source from which I had the information did not appreciate 
the distinction which was drawn. 

(Mr. Fay): My friend cannot go and buy a ticket if he 
did not have one before, but if this lady has been travelling 
and has held a red line ticket, she can still get one. 

(Mr. Noakes): I am grateful to my friend for the 
information. No doubt the trap customer who was sent 
to buy the red line ticket was a new customer and was 
refused. 

(Mr. Goff): That is inconsistent with the application, 
in which it was suggested that our scheme was wrong 
because it was differentiating between different classes of 
customers. 

(Mr. Machin) : May it please you. Sir ; I address you 
on behalf of the Corporation of the City of London. 

You will recall that on the first day of the Hearing, 
Mr. Fay was good enough to say that he was delighted to 
see that the City was again represented at these delibera- 
tions. That welcome, like certain others, had with it a 
element of seduction, because he went on to say that he 
was waiting anxiously to hear what the official voice of 
the City of London had to say about sound financing by 
nationalised bodies, and what their views were as to the 
amount of reserves which a body such as this ought to 
aim at. Such was the warmth of that welcome that it 
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might seem a little ungracious if I were not to accede to 
my friend’s invitation, to which indeed I am not going to 
accede. 

I come here to represent, rather the typist than the 
tycoon ; although I have been described as “ the voice of 
the City ” it is an appellation which I have done nothing, 
and will do nothing, to deserve. As far as this Hearing 
has been concerned with erudity argument based upon the 
examination of the economic minutiae of the British 
Transport Commission, I am going to do nothing but 
adopt, and rely upon, the submissions which have been 
made to the Tribunal by my learned friend Mr. Goff on 
behalf of the London County Council ; and in this one 
respect, if in no other, the City is happy to follow the lead 
which that Authority has placed before you. 

What I am more concerned to do on behalf of the City 
is to put forward the interest of the City Corporation as 
a Local Authority and as a representative of ratepayers 
and residents within the City, and the interests of those 
employees of the City Corporation itself and other bodies 
in the City who perforce travel to the City day by day from 
parts of London near or far. 

As far as the interest of the City Corporation and other 
employers in the City are concerned, it is their experience — 
particularly that of the City Corporation itself — that 
difficulties are found both in obtaining and in retaining 
staff because of the fact that everyone, with the exception 
of 0.1 per cent employed in the (Ility by the Corporation, 
comes in from outside ; they come from the area of Outer 
London and, of course, some of them travel from further 
afield — fromi such salubrious spots as Southend or the 
places which my learned friend Mr. Noakes represents. 
Most of them, I apprehend, come in from the Outer 
London area. 

To give two examples of the difficulties that are being 
found. Sir, the City Corporation was faced some months 
ago with a request for increases in wages and salaries by 
its non-clerical grades and certain of its administrative 
grades, which request eventually went to arbitration before 
the Industrial Court some weeks ago. The case for the 
staffs which was put before that Court was based very 
largely upon the increases in fares which the staff of the 
City Corporation had to pay, and what, as the point of 
time then was, they would have to pay on the 3rd June 
of this year ; and figures were submitted, of course, which 
v/ould agree entirely with those you have heard about the 
increases, to show how much persons living in certain 
selected parts would have to pay by way of increases, and 
on that was built the case for an increase in wages and 
salaries. I am sorry to say that I cannot tell you the result 
of that arbitration, the Industrial Court not having 
delivered itself as yet of its decision, but at the time, 
unhappily, it seemed not unsympathetic towards the case 
of the staff. 

(President) : What was the percentage of the increase ? 
Was it a flat percentage increase ? 

(Mr. Machin): No, Sir, it was not a flat percentage 
increase. It was called a weighting increase, and speaking 
entirely from memory, the increases ranged from about 
£15 or £20 a year up to about £45, depending upon the 
age of the person concerned. 

What I am concerned to stress. Sir, is that the basis of 
the claim was largely, though not wholly, put upon the 
increases in fares which are the subject of this Application 
before this Tribunal. 

I appeared for the City Corporation endeavouring to 
lesist tliat claim ; whether I have been successful or not I. 
do not know, but at any rate I felt a certain measure of 
difficulty in resisting it. No doubt that has been the 
experience of other employers in the City when faced 
with wage demands by their staff. 

The second example is even more recent, because to-day 
there is submitted to the Common Council of the City of 
London the report of the Police Committee of the City 
of London Police, which itself submits the Annual Report 
of the Commissioner of Police for the City of London 
for 1961. 

The Commissioner in his foreword says this : “ I am 
pleased to report that the recruiting figures for last year 
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showed the largest intake of recruits since 1955 and the 
strength of the Force at 745 on the 31st December, 1961, 
was the highest since 1946. The deficiency of almost 25 per 
cent of the Establishment — the greatest throughout the 
country —continues to be sufficiently serious to cause con- 
cern. The implementation of recommendations of the 
Royal Commission on Pay has done much to make the 
Police Service more attractive. As a result many Forces 
have been able to recruit up to strength but in the City 
the financial improvement is nullified to some extent by the 
cost of travel to and from duty to the suburban residence, 
or in the cases in which this does not apply, the less 
congenial conditions inherent with life in a densely built-up 
area.” 

So the cost of travel is one of the factors which is 
causing difficulty in recruiting Police for the City of 
London, and sad it would be, would it not, if the imple- 
mentation of this Application by the Tribunal were to 
result, by the operation of the laws of cause and effect, in 
an increase of delinquency within the boundaries of the 
area which I represent. 

Those are two examples which I put before you to 
show that the increases in fares is having a measure of 
hardship, and is causing a measure of concern, to 
employers and persons responsible for recruiting labour, 
workers and staff within the area of the City of London. 

I speak not only on behalf of the employer ; I speak on 
behalf of the employee, and on behalf of the employees 
of the City Corporation ,and on behalf of the employees, 
whoever they may be working for, who come to the City 
of London, I submit that any increase at the moment, 
whether that asked for or any lesser, is a measure of 
hardship to those persons. 

The average person put before the Industrial Court, 
or any other Tribunal considering increases in pay for 
City staff, is usually the lad who is married with a couple 
of children trying to pay off the mortgage of his house and 
living in Potters Bar. I mention Potters Bar, not because 
I have any personal affection or disaffection for it, but 
because it is the Elysium to which is usually attributed 
the habitation of this hypothetical average employee in 
the City of London. 

{President) : Oh — is it ? 

{Mr. Machin): It is, Sir, and it is also conjoined, for 
some reason, with Ilford Cemetery, but I will not enter 
into any consideration of the latter place. Potters Bar 
will serve as well as any other ; it is on the periphery of 
Outer London, as I understand it, from which people 
travel into the City to work, as they do from many other 
similar places. 

{President) : But why Potters Bar ? 

{Mr. Machin): That is a very difficult question to 
answer ; one might easily have chosen Romford, Sander- 
stead or any other place. 

{President): But I thought you said Potters Bar was 
traditionally the place which is chosen ? 

(Mr. Machin): Yes, Sir, but I was not responsible for 
the origin of the tradition. It was one of those places 
mentioned in the recent arbitration before the Industrial 
Court as having the benefit of housing the average City 
worker. I am afraid I cannot help you any more than 
that, but it seems a not unattractive place, much in the 
same category, one supposes, as the “ man on the Clapham 
omnibus ” about whom one hears in other contexts, and 
one asks oneself : Why Clapham ? 

{President): But I am only asking you. I do know 
the man on the Clapham omnibus, of course, but I had 
never heard this reference to Potters Bar. 

{Mr. Machin): Then it is my privilege and pleasure 
to increase the total of your knowledge in that respect, 
Sir. 

But however that may be, that average man will, in 
my submission, face a degree of hardship, whether he 
is a man who pays half-a-crown a week or five shillings 
a week more or whatever it may be, as a result of the 
increases for which my learned friend is asking. It will 
be in many cases the last straw because we know that 
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the cost of living has not yet established itself on the 
plateau on which it was hopefully expected it would rest, 
and many of these people are finding it difficult to make 
ends meet. Such a person has no doubt seen, at some 
point of time between the bacon-and-egg and the 
marmalade, this figure of £136m. flashed before his eyes 
as the deficit for 1961 and the projected deficit for 1962. 
It is no disrespect to the British Transport Commission 
or anybody else if he tends to regard that figure as sorne- 
what unreal compared with his own personal financies, 
and he is not, if I may say so, violently concerned with 
the magnitude of that deficit which happily is going to 
be passed on, as I understand it, to some other person 
or body on vesting day. 

{Mr. Fay) : Yes — the taxpayer. 

{Mr. Machin) : I do not mind who it goes to ; it is 
very much too large for the gentleman in Potters Bar 
to comprehend. What he is concerned with is not £136m., 
but 13s. 6d.— that kind of figure— so that is going to 
make no difference to him. 

{President): Are you saying that if we make the 

increase big enough, he will not really be concerned ? 

(Mr. Machin) : I do not think I go to that length, but 
if you made the deficit big enough, without making any 
increase, he would not mind at all. 

What I am going to suggest is merely this: We have 
heard a lot in the course of the evidence about this 
process which is dear to the economist or accountant of 
rounding off so that you have a more convenient figure 
to deal with. I am going to suggest that one might round 
off this deficit of £136m. to £140m. and present that to 
the body — or, if my learned friend says so, the taxpayer 
—on the vesting date, and that would nicely cover, as 
is were, the amount which the British Transport Corri- 
mission are seeking to obtain authority to charge by this 
Application. 

It may fall on the taxpayer, but is he really going to 
be sensibly worse off because an increase of 3 per cent in 
this enormous deficit is made, or is not the balance of 
hardship bearing immeasureably greater upon the man 
who has to fork out the extra 5/- or 10/- per week ? 

I am going to get into deep water. Sir, but as I under- 
stand it one of the purposes of financing these matters 
is to distribute the burden. Let the extra £3m. or £4m. 
be distributed ; let the man in Potters Bar remain 
inviolate — in my submission that is the equitable way to 
look at this. 

It is, as both my learned friends have pointed out, a 
holding operation, or a temporary measure in the sense 
that the whole of the structure is going to be reorganised 
in a financial sense before many months pass. Is it 
going to make very much difference whether the new 
founding operation is concerned with £136m. or £146m. ? 
But it is going to matter very much in my submission 
to the more humble persons whom I have the honour 
to represent before this Tribunal, whether they, out of 
their own pockets, have to pay 2/-, 5/- or 10/- or 
whatever it may be, a week, in order to travel each day 
to work. 

{President): You say that this is a holding operation, 
and that somebody else ought to hold the baby ? 

{Mr. Machin): Yes, Sir. 

{President): But not Potters Bar. 

(Mr. Machin): No, and not even Potters Bar collec- 
tively or symbolically regarded as representative of the 
London Area. Those who hold the baby, if it is to be 
held by somebody, ought to be the taxpayers as a whole 
—the whole baby, as Mr. Noakes prompts me to say. 

All I say in conclusion. Sir, is that you are, as I under- 
stand it — I am a newcomer to the club and it is rather 
sad, perhaps, that in a sense it is a funeral that I am 
attending 

{President): No, no, no; it is not my funeral, anyway. 

(Mr. Machin) : I am very gratified to hear it. Sir ; the 
character of the body is changing, if I may put it that 
way. 
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But, Sir, what I say is this, that at least part of your 
function — and it may be, if I am not being disrespectful, 
the whole of it — ^is to safeguard the travelling public to 
some extent by holding a balance between the demands 
of what is, of course, a monopoly and the requirements 
of the fare-paying passenger; and in my respectful sub- 
mission there is no case made out at the present time 
which would justify these increases, when one balances 
them against either the economic circumstances of the 
country or the hardship which would be caused to 
individuals. 

{President)-. Thank you very much, Mr. Machin. 

{Mr. Slater) : May it please you. Sir ; I appear on 
behalf of the Metropolitan Borough of West Ham. 

Our case is a more humble affair than those which have 
gone before, not only in the manner of its presentation, 
but I think also in its substance. We would not presume 
to suggest detailed alternative fare-tables as Mr. Goff has 
done, but my Council would like to support the London 
County Council very strongly, particularly on their 
proposal for the retention of the IT and mile fares, 
with, of course, the necessary insertion of the 3y mile 
fare. 

Having heard the evidence for the last two or three 
days, I do appreciate that this would result in some 
inconvenience and loss of revenue as far as the Com- 
mission is concerned, but it obviously can be done and 
1 submit strongly that the gain would be substantial 
in terms of the avoidance of hardship to people who have 
to make relatively short bus journeys in and around such 
areas as that with which my Council has to deal. 

These journeys, as you will well appreciate, often have 
to be repeated several times in the course of a day, and 
to families in the low income groups of which we have 
so many in West Ham, the cost must be substantial. 

In that context, my Council remembered when they 
discussed this that it was less than three years, as we said 
in our written Objection, since the IT mile journey cost 
4d. ; it is now 6d., which is an increase of exactly 50 
per cent, much more than any increase in wages or in 
prices generally during a similar period. 

With regard to the increases generally, our written 
Objection has already been put in and I am sure it will 
be sympathetically dealt with ; but might I mention one 
or two points about it and take up a few minutes on it 
— it is Objection No. 4. 

We have referred, as Mr. Fay mentioned in his opening 
address, to the social need aspect of this matter. It has 
already been referred to to-day, but can I pul it in this 
way, that speaking for the Highway Authority every 
railway or bus passenger who finds his own alternative 
transport becomes an increased burden to the Highway 
Authority especially, of course, in heavily congested areas 
of which West Ham is one. We are very close, of course, 
to the London County Council, next door, and the roads 
in our area and elsewhere in their existing state, and in 
fact even as they are planned, are bound to be fairly 
near their limit for years to come. Stratford Broadway 
in particular is one of the principal routes from the north- 
east of London, and Essex in particular, into the City and 
Central London, and every morning the roads are terribly 
congested already. When the Railways break down or 
go on strike, then the road situation tends soon to become 
quite intolerable. 

We would submit. Sir, that the Railways, in spite of 
present trends— not only the trend of falling-off of 
passengers but the trend towards closure and increased 
fares — are still needed, particularly in this area, and they 
will continue to be needed as far as we can see in the 
future. It does not seem good to my Council to spend 
untold sums of money on the Railway modernisation if 
the public are to be deterred from travelling by substan- 
tially almost annual fares increases. 

I appreciate what Mr. Fay said in his opening about 

the Commission’s statutory duty to pay its way it is 

there for all to see— but in the light of the overwhelming 


and increasing deficit of the Commission, there must be 
room for manoeuvre, or else it would have been out of 
business long before now. 

If this Application can generally be called a holding 
operation, my Council would submit that it is as important 
to try and hold the passengers as it is to hold the deficit ; 
that is the significance he apparently attached to the 
words “ holding operation.” 

We suppose that the delay in implementing the remain- 
ing five per cent which could have been put into force 
in January on the season-tickets, until this month, was 
with the idea of not putting too many increases on the 
passengers too soon ; but it has caught up with them 
in the end because they have had to make one thundering 
increase of ten per cent instead of two increases of five 
per cent, and that is bound to have had an effect on 
the people travelling on the railways, those people being, 
of course, season-ticket holders, regular travellers, who 
must be travelling in some way. The effect is not fully 
felt yet ; a person does not rush out, when he hears 
of a fares increase, to buy a new motor-cycle or a new 
car ; he plans for it over a period. I mention that in 
case it appears to you that the damage, as I think has 
already been mentioned at this Inquiry, has already been 
done ; it will not all have been done, but some of it will. 

As I have already mentioned, this increase of ten per 
cent on season-tickets means a lot of money to a family 
whose expenditure is probably already pretty finely 
adjusted to its means and it undoubtedly results in 
increased recourse to the use of the scooter, the Moped 
and so on, in spite of the fact, of course, that traffic jams 
make this sort of journey quite intolerable, particularly 
for car-owners. But such a person still feels that he has 
to do it if it is the economic answer for him. These 
days people try to own their cars, so the overhead expenses 
are already there ; it is simply a question of paying for 
petrol and the slightly increased depreciation of running 
the car to work every day. But it is that journey to work 
that makes the Highway Authority’s problem intolerable. 

I suppose there is no answer to the Commission’s case 
which could be put in a nutshell, other than by putting 
up the fares. They lose less money even if the passengers 
are fewer ; it is a fairly sordid argument if there is no 
answer to it. 

I suppose that must be the story, but it does, of course, 
entirely ignore the need to provide some sort of service, 
the need to provide railways and the need to provide them 
at a price which the pubhc can afford. We would ask 
that if the Commission themselves wish to ignore their 
duty to provide a service, the Tribunal are entitled to 
remind them of it ; as I say, not only a service for the 
public but at a price the public can and will afford. 
That is most important; otherwise the Local Authority 
carries the burden, and the individual family in its area. 

I would remind you. Sir, although my learned friend 
will no doubt tell you that this is something which 
perhaps should be addressed to Parliament, that other 
bodies do provide subsidised services, which is what this 
boils down to ; but of course Local Authorities provide 
many subsidised services and the country would be very 
much the poorer, did they not. My Council hopes that 
as far as you can you will bear that in mind when settling 
the fares. I would submit that you can bear it in mind 
to some extent in the London area, due to the fact that 
London Transport is paying its way. London Lines, I 
understand, are slightly more prosperous and you could 
perhaps bring that into consideration. 

I have two small points to finish off. Sir. We have 
heard of the increases in season-tickets, which can be as 
high as 25 per cent since the 1959 Scheme was settled. 

I quote as an example in the written Objection the 
10-mile monthly season-ticket which has increased from 
the printed figure in the 1959 Application, from £3 Os. 6d. 
to its present level of £3 16s. Od., which is over 25 per 
cent. Also, the IT mile fare has increased by 50 per 
cent, and in that context I would point out that Local 
Government Officers generally speaking throughout the 
country, including our own employees, have made an 
Application for salary increases, their salaries having last 
been revised in 1960, and the best offer they can get is 
two per cent. 
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{President): Is there a central body for dealing with 
County Boroughs and so on ? 

{Mr. Slater): There is the National Joint Council, Sir. 

{President): I am sorry to seem so ignorant, but does 
it deal with all Local Government employees ? 

{Mr. Slater) : No, Sir ; it deals with those who, generally 
speaking, can be regarded as the office workers, from the 
office boy almost up to the Town Clerk. But, of course, 
there are allied bodies to deal with other classes — other 
bodies including Whitley Councils and so on, who deal 
with other classes of employee. 

I have one other point to deal with. Sir; that is in 
connection with our representation for the persons who 
live outside the areas as a result of the housing policies 
of Local Authorities. It was suggested by Mr. Fay that 
if Local Authorities felt the people living in their houses 
were having a raw deal, they could adjust the rents 
accordingly. Of course that is done ; rents are very rarely 
able to be charged at full economic figures anyhow, and 
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on top of that most Authorities, including my own, have 
a differential rent scheme which takes account of 
individual hardship. 

But I would submit. Sir, that there is a limit to which 
this should go, and the railways should be asked to have 
some little consideration for the people who must, 
because of developing social and economic trends, travel 
some distance to their work. 

Thank you. Sir ; that is all I wish to say. 

{President): Is there anybody else who wants to say 
anything ? {No response). 

You will be more than ten minutes, Mr. Fay ? 

{Mr. Fay): Yes, indeed. Sir. 

May I take it that you do not wish my witnesses to 
be recalled for questions by the Tribunal ? 

{President): No, we shall not require them. 

{Mr. Fay): If you please. Sir. 


{Adjourned until to-morrow morning at 10.30) 
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